











THE OUTLOOK 


Money Trend Turning—Foreign Trade and Foreign Exchange — The Business Situation — 
The Market Prospect 


URING the past fortnight the market has shown great 
irregularity, with little or no definite tendency. Among 
the rails, certain issues have advanced sharply on 


It is probable that various 


prospects of stock dividends. 


segregations and mergers will occur as a result of the new 
conditions under which the roads are operating, but just what 
these will be or when they will take place cannot, in most 
cases, yet be anticipated. September gross earnings were 
generally good, though showing some effects of the growing 
industrial quiet. Net earnings were disappointing, but were 
affected by various special influences which are discussed in 
a special article in this issue. 

A number of industrial stocks have been weak, under 
the influence of falling commodity prices, which, judging 
from figures so far available, declined about four per cent 
during October against a fall of six per cent in September. 
Industrial liquidation ‘may be expected to continue for the 
rest of 1920, but should show a progressive slowing up. 

* 8 8 

HAT the dissipation and drying up of 
our supplies of liquid capital which 
resulted from the colossal expenditures of 
the war has now come to an end, and the 
period of capital accumulation has been entered upon, is 
shown most clearly by the movement of bond prices as por- 

trayed in the graph on page two. 

If the turn in prices had been saitiiedle to railroad bonds— 
which are of course most numerous—it might have been 
assumed that the change was largely due to the new railroad 
law. But as the graph shows, all classes of bonds have par- 
ticipated in the recent improvement. 

There are, however, many other indications of a turn in 
Although the commercial paper rate is 
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only a shade below its highest point, there is a noticeable de- 
crease in offerings outside those which are the result of the 


The bulletin of the New York Federal 
Reserve Bank reports that during the last nine months the 


crop movement. 


total outstanding paper of eleven large distributors has fallen 
about 21%. In view of the steady decline in commodity 
prices during this period, this is decidedly encouraging; for 
it is usually the case that business loans do not begin to fall 
until a period of liquidation is far advanced in its course. 

It is expected also, that the next offering of Treasury cer- 
tificates—due the latter part of this week—will be at a lower 
rate of interest. It will be remembered that the last offering 
was at 534%, which compared with 6% for a previous issue. 
It is hoped that the next can be floated at 514% 

Again, the time money rate has remained at 8% through 
the height of the crop-moving period, although 9!1/.% was 
touched earlier in the year. It is true that little or no new 
time money is being offered, business consisting almost entirely 
of renewals, and that the call money supply is small and still 
commands 9% or 10%. Speculative loans of all kinds are 
being firmly held rite he the banks. Wall Street borrow- 
ings have perhaps increased a trifle, but almost solely for the 
carrying of bonds. Loans on speculative stocks would prob- 
ably be found to show no increase, if exact figures were ob- 
tainable. Ass crop-moving passes and commercial liquidation 
continues, a slow and gradual relief will appear in the gen- 
eral money situation. 

a 
T would be most reassuring if we could 
also assume that the turn in foreign 
exchange had been reached or passed, but 
the situation is too complicated to permit 
any definite conclusion of that kind. Exchange rates on dif- 
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ferent countries are now at the following per cent of normal 


at New York: 


EE ss-0000¢k eee PE ovaaedeeieen 69% 
Argentina .........82 OS PP 50 
Switzerland ........ 80 Se 33 
DE 6 ch sedaee 75 SD a-5 6 60.0 Wash oN 31 
Sweden ....... er ests chpeneee 18 
OS Fee, DL ib ceadies 5 


These extraordinary rates certainly reflect in great part 
the unassailable position of the American dollar as compared 
with any other currency in the world. Eventually the value- 
relation of the dollar to other currencies will become stabilized 
at a certain rate of discount, so that a sort of new normal 
will be established. When that time comes, foreign trade 
can proceed upon a reasonably established basis, and exchange 
rates will create little or no interference, even though they 
may still be far below the former pre-war normal rates. 

But that condition has not yet arrived. Swiss currency 
is unquestionably worth more than 80% of normal, Dutch 
more than 75%, Norwegian 
more than 50%. The unbal- 


in this country. Just now, the United States is a poor mar- 


ket to sell in. 
* * #«# 


HAT rather amusing psychological 


THE i a > . 
BUSINESS characteristic of mankind which leads 
SITUATION us to automatically project present tenden- 


cies into the indefinite future, leads many 
business men to be as dejected now as they were enthusiastic 
a year ago. Then few could see the possibility of lower 
prices in view of the widespread scarcity of goods. Today 
hardly any one can see how prices can rally in view of the 
lack of demand. But the event proved that prices could fall 
then, and the probability is that they have not lost the power 
to rally now. 

With copper, gold, coffee, rubber, wool, lead and zinc 
selling below cost of production; after very heavy declines 
in cotton, grain, sugar, silk, etc.; and with wholesalers gen- 
erally seeking to find a market for goods almost regardless 
of profit, it is pretty evident that 
business liquidation must be far 





anced exchange rates with 
these countries are due to their 
temporary inability to export 
their products to us in quan- 
tities to equal their imports from 
us and interest charges due us. 
The same is. true of several 
other countries, and in part is 
true of all the countries men- 
tioned. 

Autumn is naturally a time 
of large exports from this coun- 
try to Europe, and the recent 
weakness of exchange has been 
partly due to larger offerings of 
cotton and grain bills. As this 
period of the year passes, there 
ought to be a rally in exchange 
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along in its course. Iron and 
steel, oil, coal and building 
materials have declined less 
than most other commodities, 
but in each of these trades there 
is reason to believe that liquida- 
tion will not be severe. 

Stocks of goods on hand 
were not heavy before the 
liquidation started and are not 
heavy now, and consumers 
cannot stay out of the market 
indefinitely. The spirit of en- 
terprise may be quenched for 
the moment but it will revive. 
The railroads, with fair rates 
for the first time in years, will 
be in a better position to buy. 








rates. Eventually all the ex- 
changes must start on an up- 
ward movement. That does not mean that they will 
all return to the pre-war par, as a new par, or if not par then 
an average relation, may be established. But as exports and 
imports return to their natural state of balance, exchange rates 
will gradually come to reflect the gold values of the various 
currencies of the world—something which in numerous in- 
stances they are not now doing. Like all other readjustments, 
time is needed to solve this problem. 

In order to restore this natural balance of exchange rates, 
Europe will have to send us her goods in large volume. There 
is absolutely no other way. And Europe's prices—as meas- 
ured at their equivalent in dollars at current rates of exchange 
at the time—will have to rule far enough below our prices 
to enable her to sell goods here in sufficient quantity for the 
purpose. The nations of Western Europe are getting in 
shape to do this. Central and Eastern Europe are in such 
a disorganized condition that no estimate could be made of 
the time that will be necessary for restoration. 

While this will mean an increase in our imports over a 
period of years, that tendency is not likely to be very marked 
in the immediate future, because of the shrinkage of demand 
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As inactivity of trade releases 
credit, new financing will be- 
come easier, and that will mean a revival of demand. 

A dull winter is in prospect but the spring should bring 
decided improvement. 


Te 
THE HE trend of the bond market continues 
MARKET upward, though the close money mar- 
PROSPECT ket has caused some minor reactions. The 


10% call money rate and continued liquida- 
tion of commodities have encouraged bear operations in indus- 
trial stocks. While some of them will undoubtedly suffer 
trom further liquidation, an increasing number of industrials 
are beginning to show resistance and we expect this tendency 
to spread until demand overcomes supply. The rails are in 
a stronger position than the industrials and those showing 
good earnings should continue their upward movement. The 
sound oil stocks should not suffer any severe reaction. The 
coppers, while cheap, do not yet show definite indications of 
improvement. We consider the market in the buying zone 
for the better grades of securities in all classes- 

Tuesday, November 9, 1920. 
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Judge Gary on the Business Outlook and Profit Sharing 


Sees Price Reactions as Indirect Result of Middlemen’s Tactics But Helpful to Permanent 


UDGE GARY, seated in his office high 
above the bustle of Broadway, leaned 
back in his chair and spoke emphati- 

cally: 

“I have no sympathy with the feeling 
of pessimism which seems to prevail to 
some extent among business men. This 
feeling is doubtless the result of the sharp 
fall of prices in several trades. But 
prices have in many cases been too high. 

“Middlemen, especially, and the smaller 
manufacturers in some departments of 
business, have been too ready to pass on 
to the customer not only their additional 
costs, but also a large additional profit 
along with the costs. 


A Case in Point 


“As an illustration of this, my attention 
was recently called to an article appear- 
ing in a well known weekly publication in 
which the Steel Corporation was charged 
with advancing the price of nails from 
$3.70 to $12 per keg during the years 
1917, 1918 and 1919, the inference being 
drawn that this advance was made to 
cover the estimated Federal income taxes 
of $559,743,270 for that period. As a 
matter of fact, the price of nails received 
by the corporation since 1914 has not ex- 
ceeded $3.50 per keg, and since March 21, 
1919, after the steel committee of the 
American Iron & Steel Institute had 
reached an agreement with the Industrial 
Board of the Department of Commerce, 
the price has remained at $3.25 per keg, 
although the corporation was under no 
obligation to continue these prices after 
the whole matter was abandoned by the 
Government. Quite likely in many cases 
the middlemen disposed of these nails at 
exorbitantly high prices, and it may have 
been in some cases as high as $12 per 
keg. In fact, I have been informed that 
some middlemen after purchasing our 
nails at $3.25 per keg, put them into stock 
at $5 and $5.50 per keg, the prices being 
charged by some of the independents, 
and then, upon disposing of them to their 
customers, adding the customary profit. 

“Such conditions could not be perma- 
nent. Genuine and substantial prosperity 
must be fair and based on the law of 
supply and demand. Profits which are 
not legitimately based on that law are un- 
just and cannot last. 

“The price reductions which have al- 
ready taken place, are in most cases 
healthful and will add to our permanent 
prosperity. In some cases they may have 
gone too far, but if so, there will soon 
be a natural rebound. 


No Serious Depression Probable 


“I consider it highly improbable that 
business will suffer any serious reaction 
or depression. There are no fundamental 
deficiencies in our resources or in our 
business opportunities. Those who have 
become discouraged by the fall of prices 
in some lines have only to look about 
them and take a broader view to see that 
conditions are fundamentally sound and 
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Business Prosperity 


Interviewed by WILLIAM McMAHON 


that price reductions are in line with a 
conservative’ and farsighted business 
policy. 

“To select a single example from many 
which might be mentioned, the resources 
of the banks of the United States now 
exceed the combined bank assets of all the 
other leading nations of the world. 


ELBERT H. GARY 





UDGE GARY, chairman of the 
| yen, greatest industrial corporation in 

the world, is a man who weighs 
his words carefully. For that rea- 
son, and also because of his excep- 
tional opportunity to view big | 
business at close range, whatever he | 
says is featured by the principal 
newspapers of the country and at- 
tracts wide comment. 

This frank, exclusive interview, in | 
which he gives the readers of The 
| Magazine of Wall Street his views 
on the big factors of the moment in 
American business, is therefore 
somewhat in the nature of a rare and 
significant event. 
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Wealth has flowed to our shores and has 
poured forth from our factories, fields 
and mines. Our labor is the best and most 
intelligent in the world. 

“It is true that our Government has in- 
curred a big indebtedness for war pur- 
poses, but these Government bonds are 
nearly all owned by our own citizens. We 
are taxed to pay the interest on the bonds, 
but this same interest flows right back to 
the people, since they are the owners of 
the bonds, and is thus returned to the 
channels of trade. 


The Steel Industry 


“The steel industry should co-operate 
with all others to secure an equitable and 
orderly adjustment of the prices of all 
commodities and services. We have al- 
ready done much to prevent unreasonable 
advances during the period of post-war 
scarcity, and we must continue to do our 
best to exert a steadying influence on the 
general situation. We should reduce our 
own prices if and when other reductions 
and costs permit, but indiscriminate price 
cutting would be harmful in a situation 
which warrants steadfast confidence in the 
industrial future. 

“The steel business, because of its basic 
character, has a powerful influence on 
general industry. That influence should 
be exerted towards stability, especially at 
this time, when widespread readjust- 
ments are necessary. 

“It is highly desirable, also, that our 
steel industry should co-operate with 
manufacturers in other countries. I know 
that many foreign manufacturers will 
gladly participate in further international 
meetings, and I believe that much good 
will result from such conferences. 

“Labor conditions in the steel industry 
are in the main satisfactory. The fact 
cannot be too often emphasized that mu- 
tual confidence and cordial co-operation 
between employee and employer will as- 
sure the best results for both.” 

Judge Gary’s last remark opened up 
a subject in which I realized that he took 
great interest. The various plans of large 
corporations whereby employees are of- 
fered the opportunity of buying common 
stock of the corporation and thus partici- 
pate in the profits, are also matters of 
keen interest to the public, so I asked him 
for an outline of the profit sharing plan 
of the U. S. Steel Corporation. 


Profit Sharing and Welfare Plans of the 
Steel Corporation 


The Judge handed me a copy of the 
last stock subscription circular dated Jan- 
uary 2, 1920, and stated: 

“In January of each year, under a plan 
inaugurated in 1903, shares of stock of the 
United States Steel Corporation are of- 
fered to all employees upon easy and espe- 
cially favorable terms, which involve 
bengfits beyond those to the ordinary 
stockholders. The principal features of 
the plan are as follows: 

“The number of shares which can be 
subscribed for depends upon the salary 
of the employee, but it is relatively greater 
for the lower paid men. The price of the 
stock is the prevailing market price or 
usually a little less. Payments, minimum, 
$2 per share per month. Maximum that 
can be paid is 25% of monthly earnings. 
A premium of $5 per annum for five 
years is paid on each share of stock pur- 
chased by employees under this plan. 
Non-paid subscriptions may be cancelled 
and the money paid in is refunded to 
the employee with 5% interest. Premi- 














ums are not paid to employees who can- 
cel their subscriptions, sell their stack or 
leave the employ of the company, and the 
forfeited or unpaid premiums for all those 
except cancellations are kept in a fund 
and divided pro rata among the remain- 
ing shareholders under this plan at the 
end of the five year period. 

“If death occurs to an employee who 
has subscribed for stock and made pay- 
ments under this plan, his estate receives 
the unpaid premiums for the full five year 
period and a pro rata share of the pre- 
miums undivided at the time of death. 

“On April 30, 1920, more than 40,000 
employees were stockholders under this 
plan.. Their aggregate holdings amounted 
to more than 186,000 shares of stock at a 
par value of $18,600,000. 
ble to ascertain how many employees, in 
addition to those yet receiving specific 
benefits that continue for five years, hold 
stock upon which these special benefits 
have ceased to be paid, but it is believed 
that their number would greatly increase 
the figures here given. 

“In January, 1920, employees of the 
United States Steel Corporation and the 
subsidiary companies were again offered 
the privilege of subscribing for shares of 
the common stock of the corporation un- 
der substantially the same conditions and 
terms as those attached to the previous 
years’ offerings, except that the price for 
the 1920 subscriptions was $106 per share. 
Subscriptions have been received from a 
total of 66,311 employees for an aggregate 
number of 167,263 shares. This is the 
largest subscription received under any 
offer.” 

Judge Gary also handed me a pamphlet 
containing the address by the Manager of 
the Bureau of Safety, Sanitation and Wel- 
fare of the United States Steel Corpora- 
tion, delivered at the annual meeting of 
the American Iron and Steel Institute, at 
the Commodore Hotel, New York, May 
28, 1920, outlining the many phases of the 
work done by the corporation in this 
connection. 

It is no wonder that Judge Gary feels 
pride in this welfare work, which covers 
accident prevention, the establishment of 
hospitals, sanitation, the organization of 
clubs, restaurants, gardens, playgrounds, 
musical organizations, dental clinics, and 
plans for education and Americanization. 

The excellence and magnitude of these 
establishments for the benefit of employees 
surely justify the claim of the officers of 
the corporation that the conditions under 
which its employees work and live to-day 
are superior to those in any other of the 
basic industries in this country or in the 
world. 


The Home Owning Plan 


The “Home Owning Plan” has just re- 
cently been developed by the corporation 
as a guide for the subsidiary companies in 
establishing homes for employees. 

The plan is divided into three possible 
methods of application, which are contin- 
gent on the financial ability of the pur- 
chaser and whether the house is already 
built or is to be built. 

The company will sell to an employee 
under a contract providing for an initial 
payment of not less than 10% of the pur- 
chase price, balance to be paid in monthly 
instalments extending over a period of ten 
to fifteen years, with five per cent interest 
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It is impossi-- 








on deferred payments. If, at any time, 
the purchaser desires to withdraw from 
the contract, he is permitted to do so, and 
receives back all money that he has paid 
on principal and interest, plus 5% interest, 
less a rental. which is based on 8% per 
annum of the purchase price for the pe- 
riod of possession. 

The company will build a dwelling for 
an employee, title being taken in the name 
of the company. The company will fur- 
nish free plans.and specifications and su- 


pervise the construction of the house, 
which will be sold to the employee on the 
same terms as above. 

Or, where the purchaser is able to make 
a large initial payment and have the title 
in his own name, a loan not exceeding 
75% of the cost of the property will be 
made to the employee, secured by a first 
mortgage bearing interest at 5%. The 
loan may be repaid in instalments. 

There is also a fund of $12,000,000 


which is used for old age pensions. 





Housing as a Problem in Retailing 
By LEO DAY WOODWORTH 


Deputy Manager, American Bankers Association 


(FHE housing situation will not improve 

until new construction can be pro- 
duced at a price which the home buyer 
and the apartment investor can afford to 
pay. 

Housing is produced by the combined 
use of five principal items—land, operat- 
ing capital, labor, material and _ invest- 
ment funds. The latter includes the 
amounts required for the financing of both 
the permanent and the speculative portions 
of present value. 

We might even add as a sixth factor 
the initiative and management (i. e., 
services) of the real estate operator, 
whether he be philanthropist-or specula- 
tive builder. 

Any person with practical knowledge 
of real éstate matters will agree that the 
speculative builder has by no’means been 
eliminated from the situation and no 
reason has been advanced as to why he 
will not occupy the same prominent posi- 
tion in this work as before the war. It 
cannot be denied that he will market his 
product at a lower figure than can any 
corporation which operates on complete 
cost system and with expenses for en- 
gineering and art work. As his product 
is largely sold to persons who are seeking 
better accommodations than they had be- 
fore and who, in the large proportion of 
cases, do not discriminate very closely 
as to actual quality, he can well afford to 
undersell the more architecturally perfect 
construction of the limited-profit housing 
corporation. 

No discussion of the housing problem 
is complete, then, which fails to consider 
each of the five (or six) phases ot house 
production mentioned above. In other 
words, we must view the matter exactly 
as will the speculative builder—and that 
individual will give particular attention to 
the market for completed buildings. 

This brings us to the practical view- 
point which is before the banker at all 
times when he is asked to loan on build- 
ing operations or to take a mortgage on 
the completed property. The banker 
must look to the price which he can 
obtain from the property in the event 
of foreclosure, and not alone either to 
cost of construction or rental value or 
to present market value. 

Real estate brokers and mortgage in- 
vestors, who are seeking to stimulate con- 
struction by some form of tax exemption 
or other Government subsidy, know the 
above to be facts. The advice of those 
persons is not altogether disinterested, 
since quick sales by speculators are more 
profitable to middle men than the with- 
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drawing of property from the market 
through sale to permanent investors; tax 
exemption of mortgages or ot realty, 
moreover, would be more than offset by 
such restrictive and even confiscatory leg- 
islation as is either actual or threatened. 

While it is claimed, in some of our 

cities, that thousands of families are un- 
able to find a roof, many apartments are 
actually vacant, and new houses are avail- 
able—to those who will pay the price! 
That price may not be regarded as 
“reasonable,” and, of course, popular opin- 
ion on this point explains why the houses 
do not sell. At what price should it be 
appraised for a mortgage loan? 
* In order to make this property market- 
able, shall we follow the English precedent 
of paying a government bonus to the 
speculative builder of about $1,500 for a 
small-cottage property? 

Or shall we follow the sound doctrine 
now being preached by the Secretary of 
the Treasury, the Federal Reserve Board 
and.by the financiers of the country, to 
allow for housing a free and unsubsidized 
play of the laws of economics, which are 
slowly but surely squeezing out the 
“water” from the prices of food, cloth- 
ing, and. other essentials. 

Finally, we cannot overlook the fact 
that much of the difficulty in real estate 
finance results from an almost universal 
popular opinion that interest rates on real 
estate securities should be standard at all 
times and under all conditions. 

Even the Federal Government has 
found it necessary to increase its interest 
payments from 3% to 6%, and its long 
term securities pay an even larger rate 
to the investor. How many borrowers 
on mortgage security can aspire to a 
credit equal to that of the United States 
Government? 

When real estate borrowers understand 
that they must compete with all other 
borrowers in an open credit market, and 
can demonstrate the value of their security 
by the test of returns in value at any 
foreclosure, there can be no question but 
that real estate will again attract its full 
proportion of funds available for invest- 
ment. 

In conclusion, it is worthy to note that 
the mutual savings banks are not only 
the greatest source of long term funds for 
housing, but they are collectively the one 
great source which is now functioning 
normally—the few exceptions serving to 
prove the rule. The recent attacks upon 
the investment policies of those institu- 
tions are as deplorable as they are short- 
sighted. 
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Cabinet Officials Should Have Seats in Congress 






Inability of Congress to Confer With Cabinet Chiefs Cause of Confusion and Government 


By WILLIAM C. REDFIELD, Former Secretary of Commerce 


UBLIC economy is not the absence 

of expenditure, but it is wise ex- 

penditure. It looks not chiefly to 
the sum spent, but to the results obtained. 
It thinks of the use of money as a tool 
to do certain work well. 

Public money is often wasted by letting 
public plants run down. Such is today the 
condition of the lighthouse fleet both as 
to numbers and in some degree as to 
quality; but an appropriation asked for it 
of $5,000,000 is refused, which means 
spending more hereafter. There is a waste 
of $25,000 a year at the Lighthouse 
Depot at Portsmouth, Virginia, because 
of such insufficient wharf space that ves- 
sels have to be loaded by passing goods 
over them when they lie at times three 
deep at the wharf. 

Public economy is a stern process. We 
can have it whenever we want it, but we 
should seek it with eyes open to what it 
means. No reduction in the force of 
clerks will save vast sums; though, of 
course, any saving that does not cripple 
needed work ought to be made. Prob- 
ably some services are overmanned and 
should have their force reduced. Cer- 
tainly, some are under-manned and their 
force should either be increased or re- 
lieved of part of their work. 


Salaries of Executives Too Small 


The salaries of government supervising 
and executive officers are- meager—far 
less than for equal service in private life— 
and any saving in clerks should be offset 
in part by more adequate compensation 
for their superiors. To pay an assistant 
secretary of a great department $5,000 a 
year is ridiculous or worse. 

Saving on a large scale must come from 
doing less, and the public have never 
shown a disposition yet to have less done. 
We can save much, and ought to do so in 
printing. “Leave to print” is a scandal. 
The Congressional Record could be re- 
duced without public distress. The so- 
called “official record” is pure waste. 
Some costly bindings could be omitted. 
No little census printing is wasted be- 
cause there are not funds provided to get 
the results out before they are antiquated. 

If, however, leaving actual war expen- 
ditures aside, we are to save a billion or 
more, the savings must cut very deep— 
so deep as to raise many and strenuous 
howls all over America. It would be a 
sharp test of our capacity to govern our- 
selves. There is little hope of very large 
economies save by abandoning established 
work and a great deal of it. 


National Self-Denial Essential 


National economy cannot be achieved on 
any great scale merely by conducting our 
present functions more efficiently. The 
savings so to be made, though actually 
large, are relatively small. There is but 
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Waste 


(Third Article) 


one way out—we must do less. Economy 
is a fact not a phrase. It cannot be had 
by talking about it. We must intelligently 
choose to pay the price for it, else we 
shall never get it. It involves national 
self-denial. 

We try to control expenditures by sep- 
arating the men who spend from those 
who provide, by making mutual counsel 
difficult and discussion on terms of equal- 
ity impossible. We substitute antagon- 
ism for co-operation. We freely use 
caustic criticism, but provide no sufficient 
means for information nor opportunity for 
reply. 

The executive officer often comes before 
an appropriation committee almost as one 





member that economy must 


6¢ TOR the future we should re- 
be a characteristic of our people 
| themselves before we can expect it 
| to become regnant in our Govern- 
| ment. The education in this vital | 
respect of our public opinion is a 
| task calling for the best efforts of 


our press, our literature and of the 


responsible men in public life.” 











accused before judges to justify himself 
if he can, the burden of proof being on 
him to prove himself guiltless. The 
atmosphere surrounding such hearings is 
not always that of mutual conference to a 
common end. It is not infrequently one 
of attack, of controversy, of recrimina- 
tion. 

There are exceptions. Some sub-com- 
mittees when preparing appropriation 
measures try both courteously and con- 
scientiously to find, the truth. In other 
and frequent cases rampant ignorance 
prevails to the confusion of counsel. Our 
system, however, does not permit the men 
who know the details in their various 
bearings to tell the truth save on one or 
two occasions a year, and then only to a 
group of two or three committeemen who 
do their best, but are dealing with a prob- 
lem hopeless alike in its extent, its con- 
ditions, and in its importance. 


National Budget Not the Remedy 


What shall we do then? A budget sys- 
tem is good. But it does not go to the 
root of our fiscal problem any more than 
a carefully prepared financial statement in 
any industry will do away with wise man- 
agement by the directors and the staff. 
No industry would long survive if its 
executive officers were excluded from 


omy, 


direct statement to the board of directors. 
Put the members of the Cabinet or 
their subordinates who know the facts 
and who alone are in intimate daily 
touch with them where Congress can 
question them and where they can 
speak so that Congress or the country 
or both can hear, and a long step will 
be taken. Today a member of Congress 
may not question the man who knows 
save through the second-hand method of 
a committee. 

Were executive officers present where 
one could ask them questions, Congress 
would find that they knew more about 
their daily work than Congress, and the 
contact would make both wiser. The 
balance between conflicting demands can 
only be struck by getting together. 

The idea that the heads of government 
departments should have seats on the 
floor of Congress is not new. Senate 
Document No. 4, 63d Congress (Special 
Session of Senate) is a report in its favor 
signed among others by Senators Pendle- 
ton, Allison, Voorhees and Blaine. It 
points out that immediate contact be- 
tween the executive officers and Congress 
was “the practice established at an early 
day by those who framed the Constitu- 
tion” and gives examples. It cites in 
detail the customs of other nations show- 
ing how general this procedure is, and 
quotes Story on the Constitution as say- 
ing (869 et seq.): “The heads of the de- 
partments are compelled to sub- 
mit them (measures) to other men who 
are either imperfectly acquainted with the 
measures or are indifferent to their suc- 
cess or failure.” “Thus,” adds Story, 
“open and public responsibility .. . is 
completely done away.” 


Economy Begins at Home 


Government by indirection, such as we 
now have, produces a type of long-dis- 
tance supervision and its normal fruit, 
falsely called economy, really means 
costly waste. Real public economy arises 
in the mind and conscience of the citizen. 
It begins at home. It is the outcome of 
character plus training. We cannot suc- 
cessfully both want to spend and want not 
to spend. We can have economy when 
we want it enough to be content when at 
hits us, as it most certainly will do be- 
fore it goes far. 

For the moment we ought to bring the 
men who spend into close contact with 
those who provide, that each may learn 
from the other, and for the future we 
should remember that economy must be a 
characteristic of our people themselves 
before we can expect it to become regnant 
in our government. 

The education in this vital respect of 
our public opinion is a task calling for the 
best efforts of our press, our literature, 
and of the responsible men in public life. 
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SORE than four 
thousand Money 
Kings of America 
representing (so one 
local newspaper es- 
timate put it) over 
three billion dollars, 
met the last week 
of last month in 
their Forty-Sixth 
Annual Convention. 
The fact that this 





“First Reader” A.B. was the largest 
A. The mood in ; : 

which the resolutions financial gathering 
were delivered to the ever held in the 
delegates, Not a por- world’ (notice the 
trait of “Frank” Sis- . : 
eon. place—Washington ; 


the time—the eve of 
a change in our government) makes plain 
its great international significance. A 
reeling planet was to be placed back in its 
right orbit, for after the post-war strug- 
gle, the world is facing a crisis in which 
sound and unsound money, financing of 
international trade, transportation, federal 
reserve, Blue Sky legislation, and sound 
credits, are all issues of civilization which 
must be appraised and settled. 


Incoming Trains Packed 


Each train that pulled into Union Sta- 
tion was packed with financiers coming 


from every point of the compass. Dele- 
gates registered from Canada, Hawaii, 
Alaska, Porto Rico and Cuba, to say 


nothing of the “fall tonic” trains which 
brought in the sleepy-eyed Windy City 
bankers, or the “Bourbon Specials” from 
the blue grass state. Every hotel was 
jammed to its capacity and telegraph poles 
were sold at a premium by the ticket agen- 
cies. “General Secretary” Bowerman — 
congratulations — whose “administrative 
ability and grasp of large matters,” (I am 
quoting from the resolutions) and who has 
not missed an A. B. A. convention since 
Hector was a pup, told Robert N. Harper, 
Chairman of the Committee on. Arrange- 
ments (District National Bank, Wash- 
ington), that there never was a .conven- 
tion to equal it in magnitude. 

The official directory contained so 
many names of delegates that it looked 
like a small town telephone book. Most 
of the State Bankers Association’s offi- 
cials were to be seen grouped about the 
lobbies of the Willard, Shoreham, and 
the Raleigh nodding and shaking one 
another’s hands while other delegates 
were trying to make a bee line into—the 
dining rooms. And the way the pages 
bellowed out the names of the big men 
of industry was enough to bewilder any 
“economic illiterate” who might be 
strolling down Peacock Alley in search of 
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the little friend. Baltimore during the 
democsatic convention that nominated 
Woodrow Wilson, was no noisier, nor 
was its old Emerson Hotel a more hectic 
spot than the New Willard. And music! 
And badges! Somebody “pinned a rose 
on me,” making me look like a_ sheriff 
in a Bill Hart comedy. “We'll have a 
room all to ourself,” the invitation invit- 
ing me to the Convention, read. Joke! I 
didn’t even have a lead pencil “all to my- 
self.” 








Os four thousand delegates 


attended the Forty-sixth 
Annual Convention of the 
American Bankers Association 


held in Washington, D. C., in the 
last week of October. By this 
giant body subjects of far-reach- 
ing significance to the economic 
world were discussed and meas- 
ures adopted which must have an 
important influence on future fi- 
nancial conditions. 

In presenting to its readers a 
review of the convention written 
and illustrated by Francis J. Op- 
PENHEIMER, as well as interviews 
obtained exclusively by him with 
the incoming and outgoing presi- 
dents of the Association, THE 
MAGAZINE OF WALL STREET feels 
that it is moving one step further 
in the great business of bringing 
American financiers and Ameri- 
can investors together. | 




















“America has become a banker nation 
and every banker must accept a part of 
that new responsibility,” Mr. Houston, 
Vice-President, Doubleday Page & Com- 
pany, informed the delegates who assem- 
bled each forenooft at Keith’s Theatre 
(there was no other place left), with their 
blue standards, designating whether they 
came from -Alabama or Wyoming. 
These bankers spread all over the place, 
even packing the “peanut gallery” to suf- 
focation. It sure did look like a political 
convention—which of course it was not. 
Tickle , boy. The “deliberations” did not 
really begin until Tuesday, for Monday 
had been spent by executive and stand- 
ing committees which mapped out the 
work that the open convention was to 
accomplish. Mr. Houston reminded the 
delegates, “The world owes us over 
twelve billion dollars and much of that 
vast sum is money from the Liberty 
Loans. There is not a banker who did 
not do his share in raising for the Gov- 
ernment the money that has been loaned 
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Year Ahead 


abroad. Every American banker, there- 
fore, in a very definite sense is an in- 
ternational banker. And, more and more 
he is going to become an international 
banker because America has gone out in 
the great world to stay forever.” 


Headline Writers Inject the Drama 


The “headline writers” of the Wash- 
ington papers sure were kept busy, these 
“proceedings” giving them a chance to get 
out and dust their assortment of old re- 
liables. There were, for instance—Na- 
tion in the Grip of Wall Street—Bankers 
Hit Back—Bankers Assail—Attack. Then 
there were resents and asks and deplores, 
to say nothing of hisses. It was all a 
merry riot of canned goods in the local 
city rooms. The first day, even before 
some of the delegates from Wichita or 
Keokuk had spread their boiled shirts on 
the back of the gilt hotel chairs, “The 
Comptroller Made a Broadside Attack on 
Bankers,” and that very evening while 
these good western bankers were gorging 
at a New Willard feed, some fat that 
escaped them got into the kitchen flue, 
bringing out a night extra, Financiers Eat 
While Fire Rages. The evening papers 
of the same day had stated, Bankers Iron 
Out Differences Over Constitution. Sure 
was some smoke in this commitee room; 
the Trust Company Section, the oldest 
in the A. B. A. and representing the Tory 
wing of the organization, fought against 
the increased power given to the central 
administration under this new constitu- 
tion. And where there was so much ora- 
torical smoke, a little hotel fire hardly 
mattered. 

I am not going even to pretend to sum- 
marize the various speeches and philippics 
hurled at the assembled delegation (some 
of which I had read and forgotten a month 
before I started for Washington). But 
to review the high spots, to etch out in 
broad outline the constructive work at- 
tempted by this “little group” of 4,000 
“serious thinkers” who were impressed, 
so they confessed, with a “full realization 
that a special duty devolves at this time 
on the bankers of the country to aid as 
best they may in meeting conditions and 
solving problems with a view to the wel- 
fare of the nation.” Also, that we “as 
the richest nation in the world, facing 
the harvesting of bumper crops on a 
sound financial basis, and operating 
under a democratic form of government 
now the oldest in the civilized world, 
with almost unlimited resources and 
opportunities awaiting our improve- 
ment, are facing a future of assured 
prosperity which can only be threat- 
ened by internal strife or a lack of 
leadership and intelligent cooperation. 
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In the United States as the ‘heir of all 
the ages’ lies the hope of the world.” 

Speaking about “bumper crops,” what 
mental crops did these delegates harvest 
at the convention, many of whom traveled 
half across the continent for the privilege 
of sleeping in a hotel corridor? 





A. BARTON HEPBURN 


Chairman Board, Chase National, and 
Chief of Currency Commission, whick re- 
porting back to A. B. A. on Dr. Irving 
Fisher’s plan to “stabilize the dollar,” 
stated: “It would be wholly out of the 
question for the United States to accept 
it,” and “had the plan been in operation at 
the outbreak of the Great War in 1914, it 
would have broken down as Prof. Fisher 
now admits.” 


Did they get anywhere beyond their 
seats in the Keith’s Theatre? 

“Yes, deedy, sah,” as my waiter at the 
New Ebbitt House would say. 


Federal Reserve System Commended 


First, the convention came out unani- 
mously in approval of the operation of 
the Federal Reserve system through the 
period of inflation; that a proper restraint 
upon speculation and credits has been ef- 
fected in protecting banking credit and 
maintaining sound financial conditions. 
“The Federal Reserve system has come to 
stay,” Elliott C. McDougall, newly elected 
President of the State Banking Section, 
told me. The convention also expressed 
its confidence that the Reserve System had 
demonstrated its ability to meet any pos- 
sible financial pressure, disapproving at 
the same time of all suggestions, plans, 
and efforts to utilize the resources either 
of these banks or the government arbi- 
trarily to hold up or to force down prices 
which may be falling or rising in response 
to the law of supply and demand. “We 
would impress upon the borrowing pub- 
lic,” these delegates announced, “the sim- 
ple economic fact that money as a com- 
modity during a period of great price in- 
flation has increased but little in its cost 
to the consumer. While commodity prices 
generally have covered a range of increase 
of from 115 to 350 per cent, money costs 
have increased on the average less than 
25 per cent.” This, so it appears, was 
leveled at Comptroller Williams. 
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The new president, Mr, Drum, on an-® 
other page, supplies details of the stand 
taken by the A. B. A. on the present tax 
situation, and with regard to the rail- 
roads, these delegates believed that “in- 
telligent and broad-visioned administra- 
tion of the Esch-Cummins Law would ma 
terially advance the interests of the coun- 
try as a whole.” But in their opinion, this 
law should be altered so that bankers 
and business men, regardless of their 
dealings with railroads, can serve on rail!- 
road directorates, being charged with full 
responsibility in connection with their 
duties in that capacity. There’s a nigger 
somewhere in this woodpile of words. 
The Transportation Act—Its Effect On 
Credit, an address made by the Presi- 
dent of the Savings Bank Association of 
the State of New York, John J. Pulleyn, 
was noticed in the last issue of THe Mac- 
AZINE OF WALL STREET. 

The Department of Agriculture was 
congratulated for its promotion of pro- 





“TOM” GRANT 


Everybody in official Washington likes this 
chap, who acted as Grand Greeter for the 
Convention. If the District of Columbia 
voted, this debonair campaigner would 
long ago have become one of America’s 
picturesque political bosses. 


duction and supervision of fairer market 
processes, the Resolutions recommending 
to the bankers of the country sincere and 
vigorous cooperation with research, ex- 
tension and regulatory activities of its 
various bureaus. “Joe” Hirsh, Chairman 
of this Commission, reported increasing 
interest in this work by bankers, express- 
ing the hope that they would do what the 
department requests—use their influence 
to encourage a sound system of national 
agriculture in cooperation with the scien- 
tists of the department. 


The Industrial World’s Trinity 


These Money Kings called the atten- 
tion of Labor to the fact, that “the unity 
of the three great elements entering into 
the industrial structure, labor, capital 
and brains, are essential.” A philosoph- 
ical interpretaiton? A wreck would fol- 
low the ignoring of this balanced trinity, 
according to these delegates. 


Larger distribution of wealth depends 
upon increased production of wealth, 
“and ‘unwarranted’ strikes cause tre- 
mendous costs to the country.” 

The national budget was again ap- 
proved, but then every convention held 
approved that! Somebody's got this 
thing locked up in a pigeon hole in 
Washington, apparently. Resolutions 
are no longer needed here, but a well- 
trained second-story man to take the 
Budget Plan away from the statesman 
who is keeping it from the people. 
Anent the McHugh plan, Eugene Meyer, 
Jr., former Managing Director of the 
War Finance Corporation, added his 
testimony, “I am here because I believe” 
(some one must have asked him for a 
reason) “that ways should and could be 
found, in the interests of America and 
also in the interests of Europe, to mar- 
ket the goods that Europe needs and 
that we desire to dispose of.” 

Immigration, that well-known white 
elephant of American politics, was han- 
dled by these financiers as crudely and 
from as short-sighted a policy as or- 
ganized Labor, they putting in words 
that might be quoted from a labor re- 
port that they saw “a possible menace to 
the social order in the rapid influx of 
immigration.” Why was nothing said of 
establishing foreign departments in bank- 
ing institutions, as Mr. Paul M. Warburg 
recently suggested to the readers of Tue 
MAGAZINE OF WALL Street? Something 
constructive, this, requiring a little vi- 
sion. Fear still guides us all in this mat- 
ter. Labor is afraid to glut the market 
with unskilled talent and Capital is afraid 





CHARLES J. BELL 


President American Security & Trust Com- 
pany, Washington, D. C., who each day pic- 
turesquely adorned the platform with the- 
banking notables, looking very much like 
one of the “strong men” of the last period 


that one “Red” might get into the coun- 
try. Result—no new railroads, no new’ 
bridges, no new subways and, as many- 
of these delegates found in Washington, 
not even a room in which to lay their- 
tired heads. But the A. B. A. did urge 
relief in the housing situation “in the~ 
interests of economy and right living,” 


7? 








in the next paragraph following the one 
that closed the door on Tony, the con- 
crete mixer, and Pat, the hod carrier. 
The Near East Relief Work was en- 
dorsed and such other organizations as 
are incorporated and delegated by Con- 
gress to carry on Red Cross work in that 
battered corner of a gray world. 


Those Blue Sky Laws 


From the gray sky of fact to the blue 
sky of speculation brings us to a com- 
ment from Francis H. Sisson, Chairman, 
Resolutions Committee : 


“And I may say just a word of further 
explanation, that this resolution is de- 
signed to assist in the Blue Sky move- 
ment which has spread all over the coun- 
try, and to give it national and efficient 
and intelligent and concentrated direction, 
Our Blue Sky laws generally have not 
been effective, and in many instances 
have not been fair; and it is the hope 
of those who have studied this ques- 
tion, and who suggest this resolution, 
that by securing Congressional action, 
recommended and approved by the 
bankers of the country, a model law 
may be passed which will be used as 
the frame for all State legislation in 
the future, and will really and ade- 
quately protect the investor, without 
needlessly hampering the business of 
security offerings.” 

The present cooperative arrangement 
between the federal and state government 
in the construction of national highways 
was approved as the best available sys- 
tem and the American Institute of Bank- 
ing was patted on the back. A commit- 
tee was also appointed for the purpose of 
investigating the situation confronting the 
farmers of the country with a view to 
determining what relief bankers could 
contribute to them and some of the visit- 
ing delegates conferred with government 
officials relative to buying bonds to. aid 
the Cuban sugar situation, and the Com- 
mittee on Public and Private Thrift an- 
nounced a proposal to open “A bank serv- 
ice for the promotion of thrift.” 


Conventions Stand On Live Issues 


The A. B. A. delegates came out against 
“nationalizing industry”—as expressed 
concretely in the proposed Plumb Railway 
Plan, saying sincerely “We would regard 
with apprehension and disfavor any farther 
extension of governmental activity in the 
banking field.” And, while approving the 
postal savings system, they also expressed 
the belief that any further extension 
through increased interest rates or other- 
wise which would place the postal depart- 
ment in competition with privately owned 
banks would be a mistake and in the long 
run opposed to public interest. Will 
somebody please page Mr. Meyer? 

Against—Irving Fisher’s dollar being 
made just a legal term, Mr. Hepburn’s 
elaborate report being an outstanding 
feature of the Convention. Against— 
tampering with the gold standard, intro- 
duced in the discussion of the Gold Bonus. 
At the executive council in Pinehurst I 
got the impression that Mr. Drum, the 
new chief executive of the A. B. A., who 
came from a gold state, was in favor of 
this and a note I received from Mr. Mc- 
Fadden, Chairman of the Committee on 
Banking and Currency, Lower House, 
and author of this bill, informed me that 


8 e 


his reply to the “opposition” report was 
referred to the Economic Policies Com- 
mittee for further study and action. 
You’re leaning on a broken weed, Mr. 
McFadden, in my opinion, for George M. 
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P. SHARER 


Chairman Public Relations Committee, 
which “operating with a limited budget” 
(—no joke—), made good last year in 
acquainting the press of the land with the 
constructive activities of its bankers. 


Reynolds, Chairman of the Committee that 
rejected his bill, a former director of 
the U. S. Mint, reported to the Conven- 
tion that “no national emergency exists 
calling for special treatment of the gold- 
mining industry dnd it is difficult to make 
out a case for singling out the gold-min- 
ing industry for special relief from the 
government”; also, “increase of gold min- 
ing will return with normal conditions. 
Mr. McFadden, attacking th:s report, says, 
“Far from being a danger to the gold 
standard, the enactment of this bill will 
protect the monetary gold reserve and will 
greatly assist in retaining the gold stand- 
ard during the period of credit restriction 
accompanied by higher prices.” 

The tariff wasn’t even mentioned. But 
hush, there’s time for that. 


Some of the Bankers Who Were There 


You'll admit this was a pretty big “bill” 
even for Keith’s. These various “for’s” 
and “against’s” being delivered from the 
stage of this vaudeville house with 
enough bank presidents, financiers and 
former presidents of the A. B. A. grouped 
around the stage semi-circle to “cast” a 
two-dollar minstrel show. In fact, it 
only needed some charcoal to make an 
olio of it all. There was, for instance, 
W. G. Fitz Wilson, Assistant General 
Secretary of the Association, who has 
been in the A. B. A, for twenty-five years 
and knows more bankers than there’s any 
call for. Hard worker, too, this Fitz. 
“Uncle George” Allen, Librarian, was 
backstage of course, with his half shut, 
esoteric eyes. And poor Mr. Drum, in 
fear of camera men as usual, was turning 
the other cheek. Mr. Bailey, counsel for 
the American Mining Congress, was as 
worried as the office holders in the A. B. 
A. whose job next year depended on the 


reception of the report being groaned out 
front stage to a hard boiled audience. 
And as for President Hawes, he either 
was reading his own speech or coming up 
for air out in the stage alley while some 
other orator was reading one. “Dick” 
Hawes sure was glad when the regular 
vaudeville show began at two o’clock and 
he found himself out on Pennsylvania 
Avenue. 

In the “prop” room I met the original 
convention hound, Howard F. Hooke, 
publisher of the Financial Age. In fact 
each of us mistook the other for the prop- 
erty man. But then many of the money 
kings and captains of finance who were 
recovering from too much ham and eggs 
for breakfast tripped over the scenery 
backstage on their way to the platform. 
Yes, there were “ropes” that even these 
serious “students of economics” didn’t 
know, and if you doubt my word, ask 
Gus, the guy that raises the curtain on 
“the play’s the thing.” 

The Trust Company Section, the mem- 
bers of which came down to Washington 
looking for trouble because somebody 
wanted “to touch the constitution,” got 
a wallop from a Keystone state delegate, 
who declared that using “life trusts” to 
evade inheritance and income taxes was 
“dishonest and corrupt.” Plain words 
from a plain man; but Francis H. Sisson 
rose to the occasion with a few mouthfuls 


of histo:y in which information was de- 
veloned that life trusts antedated all forms 
of iccome ard inheritance tax. It was 


all grand, this eloquent avowal that no 
honest trust company would deliberately 
give such advice to its clients as a means 
of tax dodging, and also plain to be seen 
that Frank’s feelin’s were hurt. 


A. B. A.’s a Cigar Convention 


Last month was a month of convention 
for bankers. I am becoming retrospective. 
First the I. B. A. which met at Boston, 
where the gloom of Ponzi still hung like 
an economic pall. But after all is said 
and done, this was little fry, a cigarette 
convention if you please. The A. B. A. in 
Washington was a Havana, a Corona-Co- 
rona affair; and though held two weeks 
later ‘than the Boston gathering, enjoyed 
Indian summer weather, whereas most of 
the delegates returned from the hub bark- 
ing like Siberian bloodhounds. Washing- 
ton, a city of trees, in the fall, has a charm 
all its own, comparable almost to its spring 
ecstasy along the Potomac where the 
cherry trees planted by the Japs break into 
blossoms like a pink breath from the east. 
Maple leaves were strewn all over the 
white marble city like -bugle notes of red 
and in the evening a southern hush would 
steal over this “haunt of ancient peace” 
dropping a velvet veil of Arabian blue 
behind the Capitol and other public build- 
ings. 

Washington certainly welcomed her op- 
ulent guests with open arms; all the golf 
clubs sent cards—and this is the measure 
of hospitality according to banker tradi- 
tion. No one, so I understand, however, 
left his card with Comptroller Williams. 
Some of the disgruntled ones complained 
that there was not as much fun “doing” in 
Washington as was provided in St. Louis, 
which “got up” a twelve thousand dollar 
circus for the last convention. Didn’t the 
Entertainment Committee in Washington 


THE MAGAZINE OF WALL STREET 





Cr a a a ee a ae ~~ _ i tin ob 


~ 





provide an “eight o'clock lecture in the 
Bureau of Standards” exclusively for the 
amusement of these bored delegates and 
weren't full directions available to any one 
in the trolley ride to Mt. Vernon, and 
wasn’t the Pan-American building open, 
and “wasn’t there a private view of the 
Corcoran galleries”? Ingrates! As Mr. 
Winship, Vice-President National Shaw- 
mut Bank, Boston, commented to me at 
the Cosmos Club, “New York’s only six 
hours’ ride from Washington, and if these 
fellows want to see the Hippodrome, why 
don’t they take the Midnight?” 


Praise for the American Banker 


A serious word or two in closing this 
very much briefed account of a long 
week’s session. The Secretary of the 
Treasury Department differed from the 
Comptroller in his attitude toward these 
assembled bankers, which was expressed 
in these words: “I shall not presume to 
speak to you concerning your duties and 


responsibilities on the fundamental rela- 
tion you bear toward the problems of 
sound finance and banking. You are part 
of a great whole. You are on the firing 
line and for six years you have seen some 
heavy and active service and I have no 
doubt that many of you could exhibit the 
scars of battle.” 

The Secretary also restated his position 
as regards the appeals of farmers and 
cotton growers, “rapping” price control 
and “scoring” resistance on the part of 
producers to the turning cost of living. 
In his opinion no financial aid should be 
given these special interests by the govern- 
ment. The Secretary of the Treasury also 
opposed the refunding of Liberty Bonds 
or the establishing of a fixed price for 
them, as well as the cancellation of the 
Allied War Debt and the immediate re- 
vision of taxes. Secretary Agriculture 
Meredith broke his silence to eulogize 
“the long trained scientists of his depart- 
ment.” 





And as the departing delegates sped in 
many directions for their home towns, the 
praise given them by Joseph H. Defrees, 
President of the United States Chamber 
of Commerce, removed from their mem- 
ories any sting left by the Comptroller’s 
attack on them the day they arrived in 
the Capitol. “My respect for the banker 
is most profound. He is the only indi- 
vidual who has the courage to borrow on 
demand and lend on time. His moral re- 
sponsibility is probably greater than that 
of any other business man. He repre- 
sents, and practically regulates, the circu- 
lation of the very life blood of the com- 
merce and industry of the country; upon 
which the prosperity of all depends. He 
is the father-confessor, the advisor and 
the stanch supporter of his clientele. 
Without his vision, wisdom, and courage, 
the efforts of many of us would fail. He 
is a leader of thought and civic movements 
in his community.” 


John S. Drum—The New President 


Determined to Effect Tax Revision, Advance Foreign Trade and Run Down Fraudulent 
Security Offerings—A Man of Few Words 


6¢8 CONFIDENTLY expect to see each 

and every one of the Sections, Divi- 

sions and Commissions of the Ameri- 
can Bankers Association prosecute their 
labors during the coming year as unre- 
mittingly as they have in the past,” Mr. 
Drum replied to a question thrown at him 
regarding his plans for 1921. “To them 
I will give any and all the co-operation 
required. I also stand ready, and will be 
most happy, to aid in the investigations of 
any activities under consideration by any 
new or special committees that may come 
into being.” 

“You will confine your own activities as 
President to——” 

“As to my own main activities, follow- 
ing the recommendations of the Commit- 
tee on Resolutions, I hope to see the A. B. 
A. devote itself as an organization to three 
concrete things.” I’d like to break in to 
say here that there is nothing visionary 
about Mr. Drum. “First, the revision of 
our present tax system, a burden under 
which the whole community is strained to 
the breaking point.” 

“The Resolutions Committee, you will 
remember, brought in a report to the 
effect that the present tax situation re- 
quires immediate revision at competent 
hands. The excess profits tax does not 
square with the principle of equity of tax- 
ation as among taxpayers, and it causes 
important uncertainties for any one tax- 
payer. The revenues from it are neces- 
sarily fluctuating, thus introducing into 
the Federal fiscal system grave ele- 
ments in uncertainty, and governmental 
experience with this tax proves con- 
clusively that it cannot be successfully 
administered. This tax should be re- 
pealed forthwith, a more just and cer- 
tain tax taking its place. The surtax 
* system also operates in a way militating 
against the country’s economic welfare, 
and likewise should be given immediate 
attention. Congress must not delay in 
these important matters, and should sum- 
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mon to its councils representatives of 
finance, industry and commerce in order 
that a more equitable and workable sys- 
tem may be devised without delay. The 
Association’s Economic Commission will 
perform an important function in giving 





JOHN S. DRUM 


early consideration to this highly impor- 
tant matter. Undoubtedly, a most use- 
ful purpose would be served by the forma- 
tion of a joint tax commission composed 
of representatives of such organizations 
as the United States Chamber of Com- 
merce, the National Association of Manu- 
facturers, the National Association of 
Credit Men and others with representa- 
tives of the American Bankers Associa- 
tion. 

“Then, again, I should like to see the 
recommendations of the Commission on 


Commerce and Marine carried out, so as 
to take care of our foreign trade, with 
consequent benefit to our own national 
production. Without question a great 
formless demand exists for such a cor- 
poration as would strengthen permanently 
our foreign trade, and by means of which 
our bankers, working in co-operation with 
exporters, manufacturers and other pro- 
ducers, could effectively further the 
national welfare by maintaining and 
effectively developing America’s foreign 
trade. 

“That there was urgent need for such a 
venture was appreciated by the delegates 
to the convention—a need, I might add, 
that extends to the smallest community, 
and I am convinced that the banking men 
of the country have full realization of 
their duty in this matter, and are not only 
willing, but eager to do their full share 
in bringing to birth this agency. What is 
required is effective leadership, and this 
can without question be provided, in a 
way to appeal. to the business men and 
producers of the country. 

“The nation-wide foreign trade financing 
plan, as formulated by the Commerce and 
Marine Commission, has received no more 
support from any source than it has from 
the Agricultural Commission of the A. 
B. A. I might also add that there have 
come to me numerous expressions of 
effective support from important business 
interests. With the coming into existence 
of such a corporation, the way will be 
opened for the ever increasing employ- 
ment in profitable foreign trade of Amer- 
ica’s excess production. To provide 
effective means of financing this excess 
output is a national necessity, and an 
efficient organization to bring this object 
about, a public duty. Therefore I am 
glad that a plan outlining the purposes 
and functions of such an organization was 
recommended and approved by the A. B. 
A. in open convention in Washington.” 

Under this approved resolution, Mr. 
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Drum is authorized and empowered to 
request an adequate number of bankers 
and business men to meet and “if it ap- 
pears advisable and practicable, to appoint 
from their number a committee to take 
steps, in accordance with this plan, to 
form a foreign trade financing corporation 
with an authorized capital of $100,000,000 
and a responsible and thoroughly efficient 
personnel.” All of which is within the 
realm of probability due to the enactment 
of the Edge law and the new organization 
may get under way by the first of next 
year. 

Mr. Drum informed me that the Execu- 
tive Council had named as the A. B. A.’s 
new Commerce and Marine Commission, 
the members of the Commerce and Marine 
Committee, which under the chairmanship 
of John McHugh (Mechanics and Metals, 
New York), formulated the plan approved 
in Washington, THE MaGAzINEe oF WALL 
Srrret prophesied the nomination of Mr. 
McHugh to head this important post, in 
its account of the Pinehurst deliberations. 
This nomination now seems a certainty 
along with that of Mr. William F. Col- 
lins, who has served the committee effi- 
ciently as secretary. 

“IT also recommend,” Mr. Drum contin- 
ued, “the adoption by the Federal Govern- 
ment of laws that will prevent the present 
improper publicity and sale of fraudulent 
and wildcat securities, and hope, in co- 
operation with the Investment Bankers of 


America, to bring an end to this cancer 
in our economic life. You may remember 
that the convention unanimously adopted 
a formal resolution requesting that I di- 
rect the Committee on Economic Policy 
of the A. B. A. to investigate fully the 
issue and the flotation of unsound securi- 
ties in all its phases, and to determine and 
to recommend such plans and procedure as 
will result in eradication of the evil; the 
committee to have the power to take the 
necessary action to make its recommenda- 
tions effectual, and to act whether inde- 
pendently or in conjunction with other 
organizations as in its judgment it may 
deem best for the protection of American 
investors on a national basis.” 

When Mr. Drum arrived in Washing- 
ton, he stated, “We realize the part which 
the bankers of America can play in this 
critical juncture of our nation’s progress 
and the Cenvention was called for Wash- 
ington for the purpose of bringing such 
suggestions and advice as we bankers can 
in session offer direct to the fountain 
source of our Government. Every banker 
delegate to the Convention is coming pre- 
pared to work—prepared to lend his coun- 
sel in effecting a solution of the economic 
problems of a financial nature.” 

Do not be misled by the fact that the 
foregoing holds together, more or less, 
logically intact, to believe that it was all 
spelled out for me, or even calmly dictated. 
Far from it. Rather, it was sort of 





hurled, quietly to be sure, at me, by the 
new President, who was undergoing the 
ordeal of his first executive session in the 
“Cabinet Room” of the New Willard, and 
which he left to occupy the edge of a red 
plush chair for the moment during which 
I put him through the newspaperman’s 
“third degree,” his eyes furtively glancing 
t! while at General Secretary Bowerman, 
his body “on tiptoe for a flight” back to 
the royal mahogany. 

With the exception of the fact that Mr. 
Drum has madé an excellent record dur- 
ing the past year as Chairman, Finance 
Committee, and that he exhibited one of 
the healthiest heads in the Executive 
Councils at Pinehurst but little is known 
of him. He is popular with everyone in 
the organization, and, so I am informed, is 
very well liked and esteemed on the coast. 
His official associates of -the A. B. A. do 
not question his ability to guide the des- 
tinies of the organization during a year of 
political readjustment. But apart from a 
bare statement of fact given out by the 
press department of the A. B. A. and 
which is nothing but a repetition of the 
colorless “stick” of biography in Who’s 
Who in America, no “human interest” 
material is available about “John S.” And 
I suspect he “bought up” the edition of 
this flimsy, for try as I might there wasn’t 
a “copy” of it to be had in Washington, 
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Richard S. Hawes—President Emeritus 


His Views on the Financial Outlook—Says Present Is, Above All, a Time for Straight-Thinking 
of His Rise from Bank Clerk to A. B. A. President 


—Personal Glimpses 


HERE are no rocks ahead in the finan- 

cial world, according to Richard S. 

Hawes, who has just completed his 
term of President of the A. B. A., which 
expressed in the open convention “its deep 
and lasting appreciation of the remarkably 
able services tirelessly rendered by him 
during the past year.” Also, “his admin- 
istration, based on the idea of effective team 
work, has been characterized by initiative 
and vigor, by good judgment and broad 
vision.” And “praise from Sir Hubert”— 
I mean Wall Street—for a middle Western 
banker, “is praise indeed.” Despite the 
easing up in prices, this retiring head of 
the credit engineers told me, on his way 
to the convention, while glaring at a flock 
of telegrams, very few failures have been 
precipitated, and with continued level- 
headedness, the nation seems certain to 
pass through its first crisis of readjustment 
since the Great War with but little serious 
effect of any permanent nature. Nor, ac- 
cording to Mr. Hawes, is credit going to 
get tighter. 

“We are all in the same boat,” he com- 
mented, in the wings of Keith’s Theatre, 
where the convention was held, “when it 
comes to national prosperity, and it’s true 
that our cargo may need trimming to 
weather present conditions. But the ‘rocks 
ahead’ warning is pure guff. Guff for the 
simple reason that all depressions we have 
any knowledge of came at a time of over- 
production, and not at the peak of such 
under-production as we are now experi- 
encing.” 
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Mental Deflation Needed 


“What we need along with credit defla- 
tion is mental deflation. People’s extrav- 
agant, war-born ideas have got to be re- 
duced, proportionately, in advance of set- 
tled conditions. Good times are ahead but 
how far ahead depends on the attitude of 
people themselves. What we need is few- 
er people looking longingly backward on 
what was.” 

Mr. Hawes certainly has put some pep 
into this one-time ultra-conservative or- 
ganization of money kings, establishing 
many new points of contact. “The ap- 
pointment of his committees,” H, H. Mc- 
Kee, the new President of the National 
Banking Section, told me, “showed he 
wanted something constructive. Yes, the 
A. B. A. under his leadership has been 
turned into a turbine engine.” Since 
“Dick” Hawes became its President, the 
A. B. A. no longer is parochial in its in- 
terests, co-operating now with every or- 
ganization that has for its purposes the 
progress of the nation’s welfare. Foreign 
trade financing and international banking 
are two of Mr. Hawes’ hobbies which were 
injected into executive deliberations of the 
A. B. A. In fact “no man’s pie” in the 
organization seemed free of his ambitious 
fingers. Ask the editor of its Journal. 
As Chairman of Conventions, he ran them 
with military precision, or rather like a 
railroad man, somewhat to the discom- 
fiture of some of the old-timers who 
would rather “talk things over” in the 
lobby of the New Willard, or in the 


armchairs of the Old Colony Club. 


A Temperate Mind 


Mr. Hawes is no alarmist, does not deal 
in superlatives, and though a bit jumpy 
in his mid-western phraseology (caused 
perhaps by the avidity with which he 
hopped from one State Bankers’ Conven- 
tion to another), he maintains a calm point 
of view. Every fact does not have to be 
either “good” or “bad.” There are other 
labels, half-tones in our industrial life 
which this brisk young American respects. 
The Tories and the mossbacks of the A. 
B. A. admit that “Dick” Hawes is a shrewd 
enough practical banker, but they some- 
times object to the fact that occasionally 
he splits an infinitive, or mixes a meta- 
phor. Mir. Hawes never splits hairs, how- 
ever. When he says he “believes straight 
thinking is necessary,” he means just what 
he says. This by way of indicating that 
the retiring head of the richest organiza- 
tion in history has less evasions than some 
labor leaders; is not afraid of the pitiless 
light of publicity. Will give you his opin- 
ion on the most profound economic prob- 
lems while boarding a train, at he did at 
Pinehurst last Spring, or while mas- 
querading in a borrowed dress-suit as was 
the case during the last convention of the 
New York State Bankers’ Convention at 
Asbury Park. 

“Let us think straight,” Mr. Hawes cau- 
tioned. “The country needs it. I know 
it’s hard to sift facts, especially in this 
scascn of political buncombe, but the 
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greater the effusions of predigested 
thoughts the more alert we should be to 
select with careful judgment, and in this 
I hold no brief for any party. As we 
think more carefully and spend less for 
current consumption, and save more for 
investment, the situation will be affected. 

“Savings must supply new capital. In 
1914 we had 300,000 so-called habitual in- 
vestors who absorbed about two billion in 
securities annually. Today the ranks of 
that army have been depleted by excess 
profit taxes and surtaxes on incomes, 
while the security needs have jumped from 
two to ten billion dollars. We used to 
look to Europe to buy American securities, 
but they need our help now, so that source 
of capital is gone. The wealth of the 
world, so far as trade balance is concerned, 
lies in the western hemisphere. Such a 
financial situation should profit- 


though the first of 1921 may see the turn 
to a better situation, if we are not already 
headed that way. Straight thinking”— 
here it was again—‘“to avoid undue and 
detrimental alarm from the natural courses 
of expected readjustment; careful buying 
on the part of wholesaler, retailer and 
customer, to reduce the uncertainties of 
the present market, and unadulterated hard 
work which will allow the minimum time 
for discontent, and permit of more de- 
pendable production, are among the out- 
standing needs.” 

Mr. Hawes thinks the nation is too fond 
of canned goods—menfully. Listen to this: 
“We pride ourselves on our intelligence 
and our ingenuity, yet we have been the 
most ravenous patrons 
of syndicated thoughts. 
campaigns, drives, and movements, canned 
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two Americas, and Pan-Ameri- 
can exchange of trade with us 
should reflect this condition of 
wealth.” 


Lower Prices Were Inevitable 


” 


The word “panic” brought— 

“Our salvation today is neither 
pleasing nor critical. There is 
undoubtedly a lower price ten- 
dency that has not yet reached 
its level. None can deny that 
we are getting back to a buyer’s 
market after a spell of the most 
riotous spending ever known in 
history. Industrial activity 
seems likely to lessen under such 
conditions, although the demand 
for goods seems as yet to ex- 
ceed supply. Exports have de- 
creased, leaving more goods on 
the market, labor is more plenti- 
ful and there is more efficiency in 
production, all of which has had 
its share in the downward trend 
of prices.” 

“You said in your address, Mr. 
Hawkes, that millions could be 
saved yearly to legitimate con- 
struction work through discour- 
aging the purchase of so-called 
‘wild-cat’ investments; also, that 
the menace was never more ap- 








goods ‘and blockaded in terminals, against 
which millions of dollars have been loaned. 
Foodstuffs and other goods against which 
loans have been made, held in storage be- 


cause of lack of ships and cars. Purchase 
of about $4,500,000,000 of the United 
States Government obligations. Loans to, 


individuals, firms or corporations far the 
payment of income tax and excess profits. 
tax.” 

“What do you think of the so-called 
Harriman plan to fund the Allied Debt as 
a means to lift the burden of taxes?” I 
inquired. 

“I have studied this subject from nearly 
every angle,” Mr. Hawes replied, “and I 
think there are better methods. I favor 
ong term bonds for foreign nations with- 
cut interest.” In Mr. Hawes’ opening ad- 
dress, he told Convention, “There should 
be not only a revision of taxes, 
but a more careful expenditure. 
of money given by taxpayers.” 
And “Any tax system which 
discourages savings, which dis- 
counts accumulation of wealth, 
is to be deplored. At present 
there exists inequality and in- 
equity among classes of tax- 
payers. 

Mr. Hawes has been no favor- 
seeker from politicians, nor is he 
an issue-dodger. In fact, he 
raises ‘em. And in Pinehurst, 
last Spring, Mr. Hawes told me 
“The time has come’ for the 
banker to cease being timid in the 
assertion of opinion as to the 
way and methods to be pursued 
by the politicians. This is a 
presidential election year, and 
certain classes of our voters are 
demanding that prior to their 
election, candidates shall pledge 
themselves to support preferen- 
tial legislation in behalf of their 
particular interests. Frequently 
an aggressive minority accom- 
plishes results out of all propor- 
tion to its numbers, and the 
present is, particularly, a time 
when the people as a _ whole 
should assert themselves. As a 
banker and a citizen, I -shrink 
from the idea of directly enter-" 








parent, the need for dollars thus 
squandered never greater. Do 
you mean securities should be 
‘hall-marked’ ?” 

“That I would not say,” Mr. 
Hawes replied briskly. It was 
9:10 and Convention opened in 
five minutes. We started toward the ele- 
vator. “I do believe, however, that some 
governmental agency should be established 
to stabilize the worth-while and weed out 
worthless securities. 

“*More business in Government and less 
Government in business.’ I like the phrase, 
Mr. Hawes. You meant—” 

“T meant waste and extravagance should 
cease in departmental and bureau activi- 
tics—that the time had come to encourage 
private initiative in our industrial and eco- 
nomic life.” And the last was said with- 
out the flicker of a smile. 

I veered the subject around to credits; 
asked for a forecast. 

“For months to come we will have to 
nurse our credits,” Mr. Hawes rejoined. 
“There is no prospect of lower rates, and 
very little easement in any respect, al- 
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RICHARD S. HAWES 


Vice-President First National Bank of St. Louis, and Presi- 
dent Emeritus American Bankers’ Association. 


thinking supplied in measured doses by 
trained writers or skillful orators, encour- 
aged by war successes, have to a measure 
replaced individual effort at personal de- 
ductions, so much so, that straight think- 
ing,” again, “is becoming more at a pre- 
mium. We are so accustomed to getting 
many thoughts through the mail and de- 
noting their acquisition by the presence of 
a celluloid button on the lapel of our coats, 
that the gray matter devoted to the con- 
sidefation of our more important national 
problems, function after the same manner 
of disused apparati.” 


Causes of the Credit Strain 


I probed for a summary of the reasons 
for the present strained credit situation, 
bringing in almost staccato fashion: 

“Freight cars which are loaded with 


ing the political arena, but I feel, 
nevertheless, that the representa- 
tives of the people who are 
elected, should be bound by no 
pledge and no promise to any 
class or kind of citizen—that 
honest, clear-headed intelligent 
men should represent the citizens as a 
whole in an unbiased, fair manner.” 


A Short Sketch of ‘Dick*”” Hawes 


“Dick” Hawes, as his banking associ- 
ates and cronies all call him, though 
boasting of a couple of Governors and a 
couple of Washington’s right hand men, 
in the family, began his career without 
any prejudices as to what the world owed 
him. Forced to leave public school before 
he was graduated, he beat his way to, 
Kansas City, across the Missouri from 
Covington, Kentucky, where he was born, 
and began to specialize as an office boy. 
First he was office boy in a jewelry con- 
cern. Then office boy for a doctor and 
later for a real-estate concern, and only 
last month he retired from the highest 

(Continued on page 65) 
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A Chanceg to Buy “Sterling” at Bargain Rates 


Imperial Chinese 5s, As Credits of a Nation That Has Never Defaulted, Are Selling Too Low 
Even Considering the: Exchange Situation 


By E. D. KING 


ITH the new international con- 

sortium an accomplished fact, the 

stabilization of economic conditions 
in China is in a fair way of being realized. 
The direct purpose of the consortium, 
which is comprised of the great banking 
groups of Great Britain, France, Japan 
and the United States, is to put China 
back on her feet by establishing her great 
public utilities on a sound and efficient 
basis, and by strengthening her underlying 
economic and financial structure. The 
enormous means of the consortium makes 
this program sure of attainment, once the 
details are worked out. , 

Hu-Kuang Railways 

It is said that the first specific financial 
undertaking of the consortium will be to 
provide funds for the Hu-Kuang Rail- 
ways. Initial construction of the Hu- 
Kuang Railways was made possible in 
1911, when the old consortium, which is 
no longer in existence, floated £6,000,000 
in 40-year 5% gold bonds. These bonds 
are known as the Imperial Chinese 5s of 
1911. The original consortium was com- 
posed of France, Great Britain, Germany 
and the United States and the bonds were 
issued simultaneously in Paris, London, 
Berlin and New York. 

Imperial Chinese 5s, as of original issue, 
were in £20 and £100 denominations, but 
for the purpose of enabling the American 
banking group to offer them here at $97, 
they were issued in America in denomina- 
tions of £200, upon an assumed parity of 
$5 per £. (actual parity being $4.8665). 
These bonds are what are known as 
“sterling” bonds, principal and interest be- 
ing payable in sterling. They are listed 
on the New York Stock Exchange. 

China Not Yet Understood 

To the average American, there seems 
to be something mysterious about China. 
On the whole, this is an illogical attitude, 
but it is a persistent one. It definitely 
accounts for the vast and general igno- 
rance concerning Chinese securities, and is 
one of the barriers in the way of popu- 
larizing them in this country. Once this 
fog of mystery and ignorance is lifted, 
however, people will begin to appreciate 
the investment possibilities of China’s se- 
curity offerings. 

Aside from this temporary handicap, it 
is my belief that the Imperial Chinese 5s 
represent one of the most attractive specu- 
lative investments in the entire group of 
foreign securities. No other foreign gov- 
ernment bond of equal standing sells so 
low. 

Good Margin of Safety 
The bonds are a direct obligation of the 


12 


Imperial Chinese Government, since as- 
sumed by the Republic, and are a first 
lien on provincial revenue to the extent of 
£700,000, as against £300,000 bond-interest 
requirements. The bonds are also an ul- 
timate mortgage on the Hu-Kuang Rail- 
ways, totaling 1,124 miles. This road is 
a trunk line and main artery in China’s 
commerce. It is definitely stipulated that 
the railroad cannot be further mortgaged, 
nor its receipts given as security to any 
other party, so long as the mortgage bonds 
are unredeemed. 

The above facts serve as striking evi- 
dence of the very ample security in back 















ge 


price ran 
cr 


CHINEVE 


IMPERIAL 


s 


ign "2 “1 “e516 17 “ts 19 20 
# to October 23 




















The margin of safety is 
without question very wide. We have 
domestic railroad bonds not nearly so 
sound that sell considerably higher. 

The Chinese Government railways are 
in a flourishing condition. Since 1915, the 
increase in return on investment has been 
from 6.4% to 10.7%. Increase in operat- 
ing revenue since 1915 has been 44% with- 
out increase in mileage. Operating ex- 
penses increased only 28%, with a conse- 
quent decrease in operating ratio. This 
decrease was not due to undermainte- 
nance. Government officials are of the 
opinion that revenues will double every 
ten years. 

Hitherto, Chinese railways have been 
constructed in sections, but this has been 
found a wasteful method. One of the pur- 
poses of the consortium is to develop the 
railways of China as a single system, with 
certain sections placed in charge of vari- 
ous members of the consortium specially 


of the bonds. 


delegated for that purpose. The railways 
are to remain the property of the govern- 
ment, but will remain under the super- 
vision of the consortium with the concur- 
rence of the government. Under the new 
provisions, the railways of China will 
be greatly strengthened, and this, of course, 
applies to Hu-Kuang Railways. 
Low Price of the Bonds 

One of the most interesting features of 
the Imperial Chinese 5s is the excep- 
tionally low price at which they are now 
selling. As suggested above, Chinese se- 
curities to the American mind seem in- 
vested with a certain amount of mystery. 
If the facts were understood, however, the 
mystery would not be in the character of 
the bonds, but how they ever got down to 
where they are now. It certainly seems 
that if the investor at home knew more 
about these bonds, he would commence 
to give them more thoughtful considera- 
tion. 

At present writing the Imperial Chinese 
5s are selling at about 43, or only two 
points up from the lowest price since 1911. 
Before the war, the bonds never sold be- 
low 85 and maintained an average of 90-95. 

The bonds commertced to decline soon 
after the outbreak of the war. Needing 
funds with which to carry on the war, 
France, Germany and Great Britain com- 
menced to unload their securities in the 
only great market available, New York. 
After our entrance into the conflict, the 
German-stamped Chinese Imperial 5s were 
no longer accepted here. This condition 
still obtains, but the signing of peace with 
Germany will once more permit that na- 
tion to find a market here for this particu- 
lar bond. 

Drop in Sterling 

The impaired credit of all European par- 
ticipants in the struggle naturally led to 
a decline in their respective exchanges, 
and this, of course, reacted upon the Im- 
perial Chinese 5s. The future of the 
bonds, in the main, depends upon the fu- 
ture of sterling exchange. 

The buyer of Chinese Imperial 5s would 
ordinarily get £200 for the $430 he invests 
at present prices. With sterling at nor- 
mal, the £200 would be worth $974, indi- 
cating a possible profit of $544. The bonds 
are due in 1951, and no one can doubt that 
sterling will sell at normal by that time. 

As to Yield 

But the bonds have a more immediate 
attraction. As each bond of £200 denomi- 
nation carries annual coupons of £10, this 
means, at current rates of exchange—ap- 
proximately $3.50—a cash return in Ameri- 

(Continued on page 28) 
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MERICAN exports 
OUR of aniline dyes 
GROWING amounted to $10,- 
DYE 183,948 in the fiscal year 
TRADE 1919, but increased to 


$17,130,397 in 1920, a 


gain of 68% in the last year. 

With the return to peace it is evi- 
dent, says a bulletin issued by the Bu- 
reau of Foreign and Domestic Com- 
merce, that whatever the demand for 
dyes made in Germany may be, that 
country will never regain its lost su- 
premacy in the world trade in dyestuffs. 

The United States was first to establish 
a domestic industry sufficient to meet the 
demands of the home market. This was 
done on private initiative and capital. 
The British Government has established 
a definite policy, backing it financially, to 
develop this industry and maintain it so 
that England will not again be dependent 
on outside sources for its colors and 
dyes. Although the British production is 
constantly increasing, it has not been able 
to overtake the increasing demand. A 
recent estimate gives the total output as 
equal to about 80% of the dyes actually 
consumed in the United Kingdom. 

France, Italy and japan are producing 
some dyestuffs, but due to lack of raw 
materials and to other difficulties incident 
to establishing the manufacture, these 
countries can not yet supply their own 
textile factories with the quantity and 
variety of colors needed. Germany, it is 
now conceded, will not be the strenuous 
competitor she was formerly in the for- 
eign trade. 

Switzerland is the only country, other 
than the United States, now making ani- 
line colors sufficient to meet its own re- 
quirements and to export on a large scale, 
and the Swiss are dependent on other 
countries for the raw materials. 

The United States has abundant coal 
to supply the raw materials for making 
aniline dyes. Private capital has been 
supplied as fast as it could be utilized in 
establishing scores of factories, and in 
training skilled operatives and chemists 
for actual and experimental work on a 


for NOVEMBER 13, 1920 


Germany Has Definitely Lost 
Supremacy in Dyes 


large scale. There has been an increas- 
ing tendency since 1916 to centralize or 
consolidate the domestic enterprises, in 
order to cut overhead expense, utilize all 
by-products, and reduce the price of fin- 
ished dyes. This has not only increased 
production but has developed the foreign 
trade, as shown by the wide distribution 
of American aniline dyes exported in the 
calendar years 1918 and 1919. The value 
of the exports for 1918 was $8,629,611 
and for 1919, $10,724,071. 

The Orient offers unlimited opportun- 
ities for the exploitation of American- 
made colors, Japan, British India and 
China being the heaviest buyers during 
the past two years. Shipments to Japan 
declined from $2,576,801 in 1918 to $2,- 
151,191 in 1919, but those to British India 
increased from $1,004,022 to $1,562,244, 
to China from $549,605 to $1,609,060 and 
to Hongkong from about $100,000 to over 
$225,000 with considerable gains for other 
Far Eastern countries. 

Canada affords the best market for 
dyes in the Western World, taking $836,- 
445 worth of aniline colors:in 1918 and 
$1,015,334 worth in 1919. 

Exports to European countries aggre- 
gated $1,401,732 in 1918 and $1,560,211 in 
1919, the principal markets in order of 
value being Spain, England, Italy, Por- 
tugal and France. ; 

Australia took these products to the 
value of $85,035 in 1918 and $130,985 in 
1919. 

Aniline dyes exported to South Amer- 
ica were valued at $1,719,408 in 1918 and 
at $1,651,872 in 1919, Brazil, Argentina, 
Chile and Peru being the leading coun- 
tries of destination. 

The world-wide shortage of dyestuffs 
and the growing demand for both quan- 
tity and variety of such materials, offer 
every opportunity to extend the foreign 
market for American colors. 


N his annual message 


MEXICAN to the Mexican Con- 
ECONOMIC gress, Provisional 
CONDITIONS President Huerta de- 
IMPROVE clared, according to the 


Diario Oficial, that, 
while Mexico still has many difficult eco- 
nomic problems before her, there has 
been a great improvement in conditions 
over a year ago. To support his state- 
ment he calls attention to the increased 
commercial ‘and industrial activity and to 





the improved condition of Government 


finances. 


During the period covered by his mes- 
sage (probably the year since the last 
presidential message), the imports of the 
country amounted to 265,178,706 pésos (1 
peso equals about $0.50), and the exports 
amounted to 424,462,471 pesos, while the 
public debt was reduced to 657,599,122 
pesos: In the first half of the year col- 
lections from stamp tax plus receipts 
from petroleum were 51,000,000 pesos, 
about 12% more than the preceding sem- 
ester. 


There are now in the country 53 cham- 
bers of commerce, industry and mining 
which are promoting private enterprise 
and public improvements. Mineral pro- 
duction is being encouraged and the res- 
toration of lands continues. Mexico has 
3,876 mining properties, 359 metallurgical 
plants and 1,123 oil wells, 313 of which 
are now producing. These wells have 
produced since April over two million 
barrels. 


There are about 35,000 more meters of 
railway than at the beginning of the 
period and the income of the railways was 
approximately 28,000,000 pesos. The tel- 
egraph and wireless systems have been 
enlarged by the new government. About 
947 kilometers of wire have been installed 
and 27 wireless stations were in opera- 
tion at the date of the message, while a 
plan for 30 more has been approved. 


O German toys are 


FRANCE being imported into 
MAKES France, nor have 
OWN TOYS the pre-war imports 


from Germany been re- 

placed by goods from 
any other country, according to Consul 
General Thackara in discussing a report 
of the Association Nationale d’Expansion 
Economique. 


Toy makers do not have to look out- 
side of France for all necessary raw ma- 
terials, with the exception of tin-plate, 
which is obtained from England. There 
is no scarcity of labor, which consists 
chiefly of women and soldiers who were 
disabled in the war and rendered unfit 
for more strenuous toil. 


Besides supplying her own toy needs, 
France is exporting more toys today than 
just before the outbreak of the war. In 
1913, toys valued at $21,477,000 were ex- 
ported, while for the first six months of 
1920 the exports have amounted to $16,- 
929,000. 
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Money, Banking and Business 


Powerful Factors Working in Money and Bond Markets 


Intimate Connection Between Credit and Commodity Prices — Seasonal Changes in Money — 
Looking Ahead to Next Year 


HE movements of money rates, bond 

prices and general commodity prices 

in 1920 have been exceedingly inter- 
esting, and their close connection and in- 
fluence upon one another have been clearly 
illustrated. 

In 1919 the shadow of Government con- 
trol for war purposes still hung over the 
markets. The banks were choked with 
Liberty Bonds and Treasury Certificates, 
and the Federal Board considered it neces- 
sary to hold down interest rates for the 
benefit of the thousands of patriots who 
had borrowed to buy bonds in the war. 

With 1920 began the serious effort to 
return to normal peace conditions. Money 
rates were raised and discrimination by 
the banks against speculative loans was 
even more effective in checking inflation 
than the higher rates themselves. Nat- 
ural economic forces began to work again, 
although still controlled and directed to 
some extent by the Federal Board poli- 
cies. 


Interesting Price Relationships 


The graph herewith has been prepared 
to bring out these 
1920 price relation- 


By G. C. SELDEN 


the index than lead or zinc, because more 
of it is produced. Other indices are 
weighted according to the quantities of 
various things consumed by the average 
family, for the purpose of showing 
changes in the average cost of living. 

For the purpose of showing changes in 
the general price level, however, the 
Bradstreet plan, which is the simplest, is 
probably as good as any. As will be 
noted from the graph, the highest point of 
prices according to this Index was reached 
in February and was pretty nearly main- 
tained until May, but beginning with June 
a sharp decline set in, which is still in 
progress. 

The rate of interest on the highest grade 
commercial paper at New York started a 
shade below 6% and rose rapidly to 8%, 
where it still remains. This rate, how- 
ever, as explained in a previous article 
(July 10, page 299), has a natural varia- 
tion according to the season of the year. 
The average seasonal changes for a ten- 
year period were shown in a graph accom- 
panying that article. 

To get the real or fundamental trend of 


tions; for a change which is due merely 
to the season of the year evidently has no 
permanent significance. 

For example, if the average rate for 
commercial paper for the year was 5.075% 
(that was the actual average for ten years 
1902 to 1913), the natural rate for Decem- 
ber would be 5.65% and for June 4.6%; 
and both these rates, in the months men- 
tioned, would merely signify that there 
was no change-in the long-pull money 
situation. 

Applying the necessary corrections, we 
get the curve labeled, “Commercial Paper 
—Non-seasonal,” which more accurately 
reflects the broad trend of the money 
market. This line shows a steady advance 
until June and a decline since that date. 

It is interesting to see how closely the 
yield on high-grade bonds followed the 
changes in the commercial paper rate 
when reduced to a non-seasonal basis. 
From about 5.3% early in the year, the 
yield rose—that is, bond prices fell— 
until a yield of a shade under 6% was 
touched in June. Thereafter bonds be- 
gan to rise, until the average yield has 
now been brought 
down to about 5.3% 





ships and help in 
tracing their causes, 
for the first essen- 
tial toward gauging 
the future must nec- 
essarily be a correct 
understanding of 
the present. 

The curve labeled 
“Commodity Prices” 
is: Biradstreet’s In- 
dex, which js ob- 
tained by merely ad- 
ding together the 
monthly prices of 
nearly 100 different 
products, chosen for 
their importance in 
the trade structure 
of the .country. 
There are several 
other indices ar- 
rived at by similar 
methods, but with 
variations of plan, 
and they have dif- 
fered considerably 
this year in the 
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again. This demon- 
strates pretty clearly 
the usefulness of the 
non-seasonal line 
for commercial 
paper. 
The 

Economic Factors 

If the business of 
the country were to 
be supplied with an 
unlimited amount of 
perfectly sound 
credit, which could 
be drawn upon as 
needed, prices would 
never stop rising. 
The reason for this 
is that business men 
in their desire to 
expand and thus 
make more money, 
will soon put into 
use all the credit 
that they can get at 
reasonable rates of 
interest; and put- 
ting credit into use 








course of prices 
shown., One index 
is “weighted” roughly according to the 
quantity of each of the various articles 
produced—iron, for example, being ac- 
corded more influence in making up 
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the money market, therefore, it is neces- 
sary to apply a correction to the commer- 
cial paper rate from month to month, in 
order to eliminate these seasonal varia- 


means buying some- 
thing with it. There- 
fore an increase in the total volume of 
outstanding credit means an increase in 
demand for goods, and so higher prices. 
If credit could go on increasing, there 
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would be no end to. this process. 


But this cannot occur, because credit has 
to be based on gold, and there is a limit 
to the supply of gold. Credit which is 
not based on gold soon ceases to be good 
credit. If it is based merely on paper 
money, people soon become suspicions of 
it because there is nothing behind it— 
and credit which people are suspicious 
of is no longer credit, because credit im- 
plies confidence. 

The quantity of credit which we, as a 
nation, can base on our supply of gold is 
limited by our Federal Reserve Bank 
law, as interpreted and administered by 
the Federal Board. Toward the end of 
1919, our outstanding Credit began to 
approach this limit—or in other words, 
the Federal Banks’ reserve ratio, as shown 
in their weekly statements, began to fall 
nearly to the limit contemplated by the 
law. It was then the duty of the Board 
to restrict the supply of credit, in order 
to keep all our credit good and adequately 
protected by our supply of gold. For if 
only a small part ofthe public came to be 
suspicious of the credit structure of our 
business, a general crash would result. 


When the supply of a thing is limited, 
the price of that thing begins to rise. The 
interest rate on commercial paper is the 
price of commercial credit. So, with credit 
limited, our commercial paper rate rose 
rapidly until in June it reached the rate 
of 7% to 8%, equivalent, on a non-season- 
al basis, to nearly 834%. This is a rate 
that business men cannot pay for any 
length of time and continue to make 
money, 


Rise of Prices Checked 


The effect on the general level of com- 
modity prices was equally evident. With 
credit limited, prices could not go on ris- 
ing. For a few months, business men who 
had made commitments and plans in ad- 
vance had to “carry on,” even though they 
had to pay more and more for the credit 
used in the process. But in the meantime 
they were busily revising their plans so as 
to require less credit, and less credit 
meant less buying, and therefore lower 
prices. 

As soon as prices began to fall, the pinch 
was relieved. The interest rate, on a non- 
seasonal basis, soon began to fall also. 

When credit was limited and money 
rates constantly rising, business men evt- 
dently could not buy bonds. On the con- 
trary, in their efforts to raise money to 
carry their stocks of goods and fulfill 
their obligations at high prices, they were 
much more likely to sell bonds. The man 
who owns a bond which is yielding only 
5%4% on the investment, may often prefer 
to sell the bond instead of paying 8% for 
a business loan. In some cases, where his 
own credit standing is not of the highest, 
he may be actually unable to borrow 
money and may thus be forced to sell his 
bonds. 

So it is easy to see why the yield on 
bonds rose with the commercial paper rate, 
though not to any such high figure; and a 
reversal of the general tendency of com- 
modity prices and money rates brought 
better bond prices and a decline in bond 
yields, as business men one after another 
got in shage to buy back some of the 
bonds they had sold. 
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Bonds and Cost of Living 


There is, however, a broader and more 
fundamental connection between commo- 
dity prices and bond prices. 

Commodity prices—or, let us say, the 
things that business men have to buy— 
have now fallen about 20% from their 
highest point. This means that a $3.00 
bond coupon will buy one-fourth more of 
these things than it would a few months 
ago. For the purpose of buying things— 
which is the most important and direct 
use we make of our money—$3.00 today 
is nearly as good as $3.75 was last winter. 
(This may not be true of our average 
expenses, but it is true of the wholesale 
prices of the staple commodities included 
in Bradstreet’s list.) 

This being the case, we can afford to 
pay more for the bond which yields us the 
$3.00 coupon. 

That brings out the reason why bond 
prices rise as commodity prices fall, and 
fall as commodity prices rise—a broad 
principle which underlies all the wide 
swings of bond prices throughout market 
history. 

Thus, while the immediate changes in 
bond prices depend on the money rate, 
the broad swings depend chiefly on the 
rise and fall of the general plane of com- 
modity prices. 

It is invariably the case, in these wide 
swings of bond prices, that the turn in 
commodity prices comes first—which is 
convenient for the bond buyer. It would, 
in fact, reduce the buying and selling of 
bonds to an exact science if it were not 
for the unfortunate fact that a minor and 
temporary change in the drift of com- 
modity prices may often be mistaken for 
a turn in the main trend, or commodities 
may remain almost stationary for long 
periods. There is always some «ind of 
an “if,” “but” or “perhaps” to be hitched 
on just as the investigator has almost 
reduced the art of investment to an exact 
science. 

In 1920, the turn in bond prices fol- 
lowed the turn in commodity prices more 
closely than usual. I have a suspicion 
that the rise in bond prices will not be as 
rapid as some investors now expect; al- 
though it appears to be a certainty. Nev- 
ertheless, we must bear in mind the fact 
that the United States can accumulate 
capital faster today than ever it or any 
other country has done in the past, so 
we may reasonably expect a quicker recov- 
ery than from past depressions in the 
bond market. (This subject is more fully 
discussed in Chapters 2 and 3 of “A Cen- 
tary of Prices.’’) 


Prospects for Next Year 


Money rates and stock prices have 
pretty clearly defined “minor cycles,” and 
commodity prices are usually considerably 
affected by these minor cycles, which ap- 
pear in the form of swings within swings 
—that is, subordinate to the more funda- 
mental factors which create the long 
movements of commodity prices, extend- 
ing over periods of years or even decades. 
Bonds, however, are only slightly affected 
by the minor cycles, as a rule. 

A fall of 20% in commodity prices is 
enough to release a good deal of credit, 
so that a steadier tone ought to develop 
before long, followed by a period of dul- 
ness but comparative stability. Some time 





next spring an improving tendency would 
naturally be expected. 

In the meantime, capital will be accumu- 
lating and there should be a slow but 
fairly steady rise in bond prices. The 
money market will, I should say, be con- 
siderably easier throughout 1921, and we 
shall probably never again see such a 
long period of high money rates as we 
have just passed through. But we cannot 
expect to jump immediately to such easy 
money conditions as prevailed in 1915 
and 1916, when Europe was pouring its 
gold into our laps and the new Federal 
Reserve system was enabling each dollar 
of gold to do two or three times ao much 
work as before. 





JOHN DRUM—THE NEW 
PRESIDENT 


(Continued from page 10) 











nor have half frenzied appeals from New 
York availed me anything. 

On the other hand there is considerable 
data knocking about regarding the newly 
elected Second Vice-President, John H. 
Puelcher, and the main fight of the Asso- 
ciation politicians “in the know” was for 
this office, the incumbent of which auto- 
matically becomes President of the A. B. 
A. within two years, that is in 1923. Mr. 
Puelcher, who is also Vice-President of 
the Marshall and Illsley Bank, Milwaukee, 
Wis., founded the Milwaukee Chapter of 
the American Institute of Banking; was 
Secretary of the Wisconsin Bankers As- 
sociation 1905-08, and from 1908-09, its 
Vice-President. Mr. Puelcher was also 
first Chairman of the Executive Council 
of the American Institute of Banking, and 
as such its representative on the Executive 
Council of the A. B. A. During 1916-17, 
he was Chairman of the Educational Com- 
mittee of the A. B. A. and one of the 
organizers and the first President of the 
State Bank Section, and during 1917-20 
was Chairman of its Federal Reserve 
Campaign Committee. 

To both these gentlemen, as well as to 
the newly elected first Vice-President, 
Thomas B. McAdams, President Mer- 
chants National Bank, Richmond, Va., 
who, I hope, will give Mr. Drum the 
able support Mr. Drum gave Mr. Hawes, 
THe MaGAzIne oF WALL Street extends 
sincere congratulations with hopes for a 
year of new triumphs. 


BRITISH MARINE UNHURT BY WAR 

Only a comparatively slight setback 
has been sustained by the British mer- 
chant marine as a net result of the world 
war, according to statistics which have 
just been received by the British Section 
of the Bankers Trust Company’s Foreign 
Information Department. 

Tonnage figures of shipping which en- 
tered and cleared at British ports during 
the first seven months of 1920 compared 
with the corresponding period of 1913 in- 
dicate that there has been a more marked 
decline in the foreign tonnage entered 
and cleared than has been the case with 
British tonnage. British entrances dropped 
20% compared to a 48%" drop in for- 
eign entrances. The decline in British 
clearances was 42% and in foreign clear- 
ances 48%. 
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Forward-Looking Financial Opinions 


Banking Leaders More Confident as Result of Republican Victory—Trade Revival Expected 


ELECTION OF HARDING ASSURES 
BUSINESS STABILITY 

Bank Officials Endorse President-Elect 
and Predict Better Times 

The election of Warren G. Harding 
called forth expressions of approval from 
banking authorities throughout the 
country. Comments by a few of these are 
reproduced below: 

George E. Roberts, vice-president, 
National City Bank of New York: 
“There can be no immediate effect of 
the election on business in general as 
the success of Senator Harding was 
conceded long ago. This general con- 
cession of the result will discount any 
effect of the election for some time. 
However, I have a great deal of con- 
fidence in the future of business after 
the present period of liquidation is over. 
The tendency to lower prices, so strongly 
marked in some lines, will have to run its 
course throughout the whole business field 
before there is a general revival of trade.” 





E. V. R. Thayer, president, Chase Na- 
tional Bank: “The result of the election 
will have a good effect upon business. It 
will have a stabilizing tendency. People 
may now look forward with some assur- 
ance of steady conditions, and may know 
pretty well what to expect for a consider- 
able time to come. Irrespective of political 
opinion, people are glad to have the future 
clearly mapped out.” 





Walter E. Frew, president, Corn Ex- 
change Bank: “I believe the election of 
Warren G. Harding will have a stimulat- 
ing effect on all business. The Republican 
party has always been a constructive 
organization.” 





Paul M. Warburg: “I am gratified at 
the outcome of the election. I am sure the 
effect on business, general conditions and 
the public mind will be good in due time. 
I am hopeful that the United States will 
now take such a place as a great nation 
should in finding a solution for the many 
serious problems which confront us, not 
alone here but throughout the world. The 
entire world is hoping that we take this 
great place of leadership. The outcome 
of the elections will instil confidence 
everywhere.” 





Lewis L. Clarke, president, American 
Exchange National Bank: 

“On the whole, the result of the elec- 
tion cannot be otherwise than satisfactory 
to the business interests of the country. 
It will restore a feeling of confidence, 
something which has been sadly lacking, 
and is bound to have a helpful effect when 
considering the many problems now facing 
the country. The good effect of the elec- 
tion will not show itself at once. I do 
not believe that we are justified in looking 
for any ‘blaze of glory.’ There are many 
weighty problems awaiting solution in the 
nature of money, credit and commodities, 
and, no matter which party might have 
been successful, these questions could not 
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Next Spring 


be solved without a great deal of thought 
and deliberation. We are a great country 
and a great people, and if given a chance 
can demonstrate our ability to the world. 
The election will doubtless give added 
confidence to the entire industrial world, 
and in that alone is a factor of optimism, 
and, together with the fact that President- 
elect Harding is sane and clear on the tax 
question—and with this given proper con- 
sideration—we should have a decidedly 
bright outlook for business.” 





Francis H. Sisson, vice-president, 
Guaranty Trust Company: “The help- 
ful effect of the election was discounted 
sixty days ago, but the conclusion of 
the campaign and the knowledge of the 
result definitely fix the status of busi- 
ness for the next four years. I believe 
that the business interests of the coun- 
try are best served by the party which 
was triumphant, and the result of the 
campaign should be helpful and con- 
structive. I am pleased with the result 
of the election.” 

INVESTMENT FUNDS BEING RE- 
LEASED BY ECONOMIC READJUST- 
MENT 
Spencer, Trask & Co. Note Increasing 
Demand for Securities of Merit 

“The financial results of the present 
economic readjustment are becoming every 
day more apparent. One evidence is the 
increasing number of failures and _ the 
greater volume of money involved; an- 
other is the drastic liquidation of hoarded 
commodities. The financial demands of 
the better entrenched industrial companies 
are calling for more accommodation from 
the banks, thereby offsetting to a certain 
extent the slack created by liquidation of 
commodities. But, on balance, more and 
more funds are being liberated. This is 
reflecting itself in a heavy volume of in- 
vestment money which is not only flowing 
into the old-time channels, but is eagerly 
and easily absorbing every new bond or 
note issue of merit, local or foreign, that 
is being offered.” 

BUSINESS FIELD SHOULD CLEAR UP 
BY NEXT SPRING 
National City Bank of New York Foresees 
Trade Revival 

“The reserve resources and recuperative 
powers of the country are far greater 
than at any previous time when a check 
of this kind was experienced. The credit 
situation is stronger. The banking situa- 
tion is wholly: different, which in itself is 
a factor of great importance. In view of 
the extent of the price declines the com- 
paratively few cases of embarrassment 
among business concerns of importance is 
significant. P 

“There is no gainsaying that the fall 
season has been seriously demoralized by 
the unsettlement which has developed. 
The buying power of a great many people 
in the aggregate has been impaired, 
measuring their ability by the prices that 


have been prevailing. The general feeling 
that these prices could not be sustained 
has been thoroughly confirmed; the pub- 
lic will have nothing to do with them. 
When the general level is reduced, so that 
a common basis for trade is restored, con- 
ditions are such that business will be 
quickly resumed. That cannot be accom- 
plished now for the fall season, but if 
business men ‘will set about getting their 
houses in order for spring trade on a 
regular basis the situation should be well 
stabilized by that time and the field cleared 
for a long period of prosperity.” 





INCREASING FUNDS AVAILABLE FOR 
MORTGAGE LOANS 


E. C. Benedict, of C. F. Noyes & Co., Ex- 
pects Further Improvement 


“The recent advance in the price of 
government bonds and high-class munic- 
ipal and railroad bonds is having a salu- 
tary effect on the supply of money avail- 
able for mortgages. For some months 
past the highest grades of securities have 
been selling on an attractive basis and it 
has been difficult to interest investors in 
real estate mortgages, as they could 
secure from bond investments a greater 
rate than can legally be paid on mortgages. 

“With this situation changed, substantial 
sums are coming in the market and pros- 
pects for further large offerings at an 
early date are excellent. We need not 
expect to see at present any loans made 
at less than 6 per cent. interest. What 
the new year will bring forth it is difficult 
to foretell, but there is every indication of 
marked improvement. 

“Such funds as have been invested the 
last few months have been very largely 
by savings banks and life insurance com- 
panies. Funds are available for mercan- 
tile and business properties and we have 
more money to loan on first-class applica- 
tions than has been the case for many 
months.” 


PUBLIC INTEREST IN RAIL SECURI- 
TIES IS WELL GROUNDED 
National City Bank of Chicago Sees Pos- 
sible Bargains in Rail List 


“The railroads are making steady 
progress and the car shortage is fast dis- 
appearing. The whole transportation in- 
dustry is giving a good account of itself 
under private management and the per 
diem car mileage which last year aver- 
aged 23%4 miles has been increased to 
26% miles. Traffic records also reflect 
a sustained betterment, which accounts in 
part for the rise of about 10 points in 
the price of railroad bonds since the low 
level touched last May. 

“In this connection it is worthy of note 
that there has been scarcely any new rail- 
road construction during the past five 
years and that this great industry, which 
in the decade prior to the beginning of 
the world war, issued more than $500,- 
000,000 securities annually has attempted 
almost no new financing to ‘speak of since 


1913. 
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“Many high-grade railroad bonds and 
seasoned dividend paying stocks are still 
selling at what looks like a bargain level 
judged by the price standards of ordinary 
years. Furthermore, it is becoming each 
day more apparent that the earning power 
of this great industry has been wonderfully 
safeguarded through the enactment of 
the new Transportation Act. This fact 
will be better appreciated as the months 
advance and large and small roads make 
their statements of earnings. The out- 
look for the industry is surely much more 
encouraging than it was before the war 
and there are excellent grounds for the 
increased public interest shown in rail- 
road securities.” 


DOWNSWING IN COMMODITY PRICES 
CLOSE TO LIMIT 


Any Further Recessions Likely to Be Com- 
pensated by Recoveries Elsewhere, 
Says Mechanics & Metals Bank 


“During recent weeks signs have been 
accumulating that the present rapid down- 
ward movement in commodity prices may 
very shortly come to an end. Just as, a 
few months ago, prices were bid too high 
because supplies were underestimated, so 
now there is a possibility that they will 
fall too low, and that some prices have 
already fallen too low, through underesti- 
mation of demand. Any further declines 
in wholesale prices during the next few 
months are not unlikely to be offset by re- 
coveries in other lines. 

“This, however, applies to wholesale 
rather than to retail prices. These have 
not come down to correspond with whole- 
sale reductions. Retailers who have taken 
in stocks at the higher prices are reluc- 
tant to sell them for less than the expectea 
profit, and are trying to hold off reduc- 
tions save on goods bought at the reduced 
values. In some instances they even con- 
tinue to offer at the old price goods which 
they have bought at reduced wholesale 
prices. Such a policy cannot long con- 
tinue. It is possible that retailers in some 
lines may be able to maintain prices on 
goods bought at the higher levels until 
such goods are worked off, but until retail 
prices reflect approximately the decline 
already seen in wholesale prices, the 
present phase of readjustment will not 
have been completed.” 





ANOTHER SUGAR FAMINE NOT AN 
IMPOSSIBILITY 


John B. Floyd, Special Agent of the De- 
partment of Justice, Predicts a Short- 
age of Sugar Before the End of 
This Year or Early in 1921 


“Sugar requirements from January 1 to 
December 31, 1919, were 4,336,949 long 
tons. We imported and retained for con- 
sumption 3,317,757 tons, in addition to con- 
suming 795,351 tons of beet sugar and 
222,941 tons of cane sugar produced in 
continental United States. 

“It is not unreasonable to assume the 
increase in consumption this year will be 
more than 150,000 tons. Total required 
to be supplied for balance of year with 
added natural yearly increase in consump- 
tion will be 771,924 tons. From what 
source can this be supplied? 
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“Domestic beet crop for 1920 will be 
about 900,000 long tons. Of this about 
half is estimated to go into consumption 
in 1920. or 450,000 tons. Louisiana crop 
for 1920 is estimated at 160,000 long tons, 
and about 70%, or 112,000 tons, is likely to 
go into consumption in 1920. Only ap- 
parent sugar available for balance of 
1920 in Cuba, Hawaii, Porto Rico, Philip- 
pines and other sources is a total of 485,- 
000 tons. Available amount in Cuba is 
about 300,000 tons. 

“There was less sugar in refineries in 
July, 1920, than on same date in 1919, by 
58,000 tons. 

“A great deal of misapprehension has 
been created by reckless statements, which 
have given impression that there has been 
universal profiteering by all dealers in 
sugar. At least 90% of distributors of 
sugar have made practically no money 
and have not dealt in it at all except as a 
convenience to their customers.” 





PENT-UP DEMAND WILL BE 
RELEASED BY SPRING 
Carl Gray, President of Union Pacific Sys- 
tem, Predicts Record Business 
Returning from a three weeks’ trip 


over the lines of the Union Pacific Sys- 
tem. in which a first-hand investigation 














—Pease in Newark Evening News. 
“OH, TROTZKY, WHERE 
STING!” 
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of business conditions was made, Carl 
Gray, president, said: 

“Il found Western business men every- 
where hesitating to buy because of a fall- 
ing or fluctuating market, and I found 
Western farmers everywhere hesitating to 
sell for the same reason, But regardless 
of the level reached by prices next Spring, 
I think the process of readjustment will 
have largely taken place by that time, 
and then I expect to see business recover 
and go forward in all lines out in the 
West. 

“Western buyers are holding back be- 
cause .they think prices will go lower. 
Farmers are refraining from selling their 
grain because they look for prices to go 
higher. Those two conditions have a 
tendency to make for lighter business dur- 
ing the Winter months. But with a pent- 
up demand and the coming of Spring, I 
look for a record business, whether prices 
go up or prices go down.” 








COUNTRY’S RESERVE FORCES CARRY 
ASSURANCE FOR FUTURE 


Federal Reserve Board Says Stability Will 
Be Reached 


“In a national survey of conditions, it 
may fairly be said that the economic and 
business situation in the United States is 
showing much inherent strength and an 
ability to attain a position of relative 
stability through an orderly transition. 

“Considering the industrial dislocations, 
the commercial disorganization and the 
financial derangements, occasioned by the 
great war everywhere throughout the 
world in one degree or another, recovery 
and restoration are proceeding apace in 
the United States and the natural forces 
in evidence which make for stabilization 
carry assurance for the future.” 





PUBLIC UTILITIES COMMISSIONS BE- 
COMING FAIRER TO COMPANIES .~ 


President Hulswit, United Light & Rail- 
ways Co., Says Public Pays Just Raise 


“The attitude of the public utility com- 
missions is becoming more fair, in view- 
ing the application of utilities for rate in- 
creases. Even six months ago these com- 
panies had to fight in many instances to 
secure recognition of mounting operation 
costs, but since that time I believe there 
has been a better attitude displayed. The 
public, too, is assuming a better attitude 
and in those cases where the company has 
been able to show the justice of their 
claims, the public does not hesitate to pay 
higher rates.” 


NO REASON FOR DISCOURAGEMENT 
OR IMPATIENCE 


Judge Gary Says Facts and Figures Should 
Inspire Confidence 


“Although this is a time for courage, 
composure and caution, the business skies 
are practically without clouds. As always, 
there may be showers from time to time, 
but there is nothing in the atmosphere 
to indicate the approach of dangerous 
storms. It is up to the business men and 
women to maintain certain and continuous 
business activity in satisfactory volume 
with fair and reasonable profits. 

“If there should be a serious reaction 
and depression, which now seems im- 
probable, it will be the fault of those who 
are connected with business operations or 
others who, by reason of official positions, 
improperly interfere, and not because of 
any fundamental deficiencies in our re- 
sources and opportunities. We may with- 
out hesitation face and discuss any and 
all facts that bear upon the subject of 
future economic progress, and we may 
frankly and openly admit any truth which 
concerns the immediate future even 
though it might, in some respects and to 
some minds, appear to be unfavorable. 

“The people of the United States have 
reason for confidence in the business fu- 
ture. They need not be discouraged nor 
impatient. They have only to look about 
them and study the facts and figures.” 
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Southern Pacific’s Oil Land Segregation 


Recent Action by Company Bears Out Predictions Made Two Years Ago—Stock Has Still to 
Reflect Asset Values and Earning Power 


OUTHERN PACIFIC stock is verify- 
ing predictions that I made about two 
years ago. Following a careful ap- 
praisal of the company’s assets and after 
consulting competent counsel on the na- 
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By RICHARD D. WYCKOFF 


vania would do well to exchange it for 
Southern Pacific now.” 

There were two suits pending against 
Southern Pacific, both quite different in 
two respects. In the so-called Elk Hills 
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This remarkable structure on the Southern Pacific Railroad spans the Pecos River in 


Texas. 


ture of the Government’s evidence in the 
major land suit, I reached the conclusion 
that Southern Pacific owned properties 
that had small reflection in the market 
price of its stock and would be made 
secure in that ownership by the Federal 
courts. 

This conclusion was used as the basis 
of a series of articles which began in 
THE MaGAZINne oF WALL Street October 
26 and ended November 23, 1918. There- 
in the value of Southern Pacific’s oil lands 
was pointed out as well as their future 
earning power when the company should 
be free to resume drilling operations. 
With this as a basis, the prediction was 
made that Southern Pacific stock would 
in time cross. Union Pacific common. 

At the present writing this prediction 
has not been fully verified, but the ful- 
filment is under way. I also stated, 
“Those of my readers who hold Union Pa- 
cific, Atchison, Great Northern, Northern 
Pacific, New York Central or Pennsyl- 
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It is 2,184 feet long and over 300 feet above the river 


case, which involved about 6,000 acres of 
nominal value, a witness for the company 
had given damaging testimony. Many 
were misled by this testimony into the 
belief that: it would have a bearing on 
the other case, involving more than 160,- 
000 acres under attack and conceded to 
contain nearly 20,000 acres of proven oil 
land in addition to much probable and 
possible acreage. Thus these cases were 
quite different in respect to the strength 
of the Government’s contentions and in 
respect to the value of the property in- 
volved. 

In¢he Elk Hills case the lands had been 
located at a later date and long after the 
discovery of oil in quantities in California. 
Moreover, the lands had been located in 
lieu of occupied lands embraced within 
the boundaries of original grants. Here 
were two factors that would aid the Gov- 
ernment in substantiating its contention 
that the locator possessed knowledge of 
the mineral nature of the land. 





The Consolidated Case 

In the so-called consolidated case the 
lands were embraced within original 
grants, wherein the company had no right 
of selection, and patents were issued long 
before any one could have possessed 
knowledge of the presence of petroleum. 
That no one associated with the company 
possessed such knowledge was clearly 
manifested by the fact that much of the 
original grant was sold for grazing land 
at $2.50 an acre. Indeed, the company 
had recovered acreage from about 1,500 
buyers who declined to complete their pay- 
ments at this rate on the ground that the 
land was not worth the price they had 
agreed to pay. This seemed to my counsel 
to preclude the possibility of proving fraud, 
and in no other way could titles be upset. 

At that time the Elk Hills case had 
been lost by the company in the District 
Court, won by the company in the Court 
of Appeals and was pending before the 
Supreme Court. The consolidated case 
was pending before the District Court 
at Los Angeles. It was a knowledge of 
the difference in the facts in the two 
cases, gained after much study and con- 
sultation, that influenced my conclusion 
mentioned in the introduction. 

The Elk Hills case was lost in the 
Supreme Court, while Judge Bledsoe, in 
deciding the consolidated case, character- 
ized the Government’s contentions as ab- 
surd. In fact, he animadverted so strong- 
ly on the frivolity of the Government’s 
case that Attorney General Palmer de- 
cided not to take an appeal. 

In the expectation. that the company 
would be made secure in the possession 
of the only valuable properties under 
contest, I assembled from all available 
sources the testimony of officials and ex- 
perts on the probable worth of these oil 
lands. In the early stage of one of the 


consolidated cases, a Government attor- ° 


ney had declared in court that the lands 
possessed a value of $1,000,000,000. A 
Government commission appointed for 
that purpose appraised the properties in- 
volved in the two suits at $439,000,000. 
E. L. Doheny, one of the best informed 
men on the value of California oil lands, 
declared that the worth of these proper- 
ties was so great as to be practically in- 
calculable. On the basis of the classifi- 
cation of the California State Mining 
Bureau, the proven acreage alone, ex- 
cluding more than 140,000 acres of prob- 
able and possible oil lands, would be 
worth, with surface improvements, more 


than $200,000,000. 
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This consensus of authorities seemed to 
me sufficient justification for my articles 
and the forecasts and predictions con- 
tained therein. 


Segregation of Oil Lands 


In the fall of 1918 no one could have 
sajd that the oil holdings would be segre- 
gated, because the company itself had not 
reached such a determination, but there 
was no question that the values were 
there, whether held in segregation or ag- 
gregation. In fact, there were considera- 
tions existing at that time tending to 
induce the board to hold the oil proper- 
ties as a fuel reserve. 

The decision of the United States Su- 
preme Court in the Reading case, to- 
gether with the passage of the Transpor- 
tation Act of 1920, have greatly changed 
conditions and doubtless operated to 
modify the attitude of the Southern Pa- 
cific directorate on this question. 

While the principles involved in the 
Reading case are not closely applicable to 
Southern Pacific’s holdings of oil lands 
and stocks, there is a growing conviction 
in .railroad circles, especially since this 
decision, that the public is opposed to 
carriers engaging in commercial enter- 
prises. 

It is the passage of the Transportation 
Act, however, that has really changed the 
company’s status. Under this act an obli- 
gation rests on the Commerce Commis- 
sion to fix rates that will provide first 
5%% and later a reasonable return on 
railroad property in use. This obligation 
is effective, whether Southern Pacific pays 
$1 a barrel or $10 a barrel for fuel oil. 
If it is forced to pay $10, its competitors 
will be in a similar position, and rates 
must be raised accordingly. 

Moreover, as an official of Delaware, 
Lackawanna & Western recently testified 
before the Commission, a stock too heav- 
ily weighted with values will not fare 
well in the consolidations that are ex- 
pected to be recommended by the Com- 
mission. Southern Pacific and Lacka- 
wanna are in much the same position in 
this respect. The one takes no account 
in its balance sheet of its oil lands beyond 
the $5,000,000 capital stock of .the South- 
ern Pacific Land Company, while the 
other takes no account whatever of its 
anthracite mines. On the basis of the 
railroad properties alone, both stocks are 
worth ‘several hundred per cent of their 
respective par values. 


Reasons for Segregation 


If the railroads succeed under the 
Transportation Act and the rates fixed 
thereunder, it is the belief of many rail- 
road officials that they will have no ex- 
cuse for evading the Commission’s rec- 
ommendations with respect to consolida- 
tions. If Southern Pacific effected a 
merger with other systems, the value of 
its oil holdings would be greatly diluted 
as far as present holders of Southern 
Pacific stock are concerned. 

There are two other considerations, 
both economic and apart from recent legal 
developments, that probably influenced the 
decision of the Southern Pacific board. 
For several years Standard Oil of Cali- 
fornia has been experimenting with a 
cracking process designed to retover a 
larger proportion of refined products 
from petroleum. These experiments have 
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proceeded far enough to warrant the as- 
sumption that the time is not far distant 
when the residuum from California petro- 
leum will consist almost solely of asphal- 
tum containing little or no combustible 
substance. When this time, which is rap- 
idly approaching, arrives, all the parts of 
California crude will become too valuable 
to burn in the generation of steam, and 
railroads will be forced to revert to coal. 

The other consideration rests in the 
fact that the profits derived from the re- 
fining and marketing of oil are much 
greater than can be obtained from its 
production. These oil lands as a part of 
a commercial enterprise can be made to 
yield a great deal more revenue than 
could be hoped for as long as they were 
operated as a fuel department of a rail- 
road. 

Petroleum Earnings 

While most of the figures cited in the 
past have been based on the asset value 
of Southern Pacific’s oil holdings, the se- 
curities to be issued against the lands 
will sell on a basis of the earning power 
of the holdings. 

In the whole life of the California Fuel 
Oil Department and its predecessor, the 
Kern River Trading & Oil Company, 
there are no figures on which to base an 
accurate forecast of the property’s future 
earning power. This is due to the fact 
that the company until recently was re- 
strained from development during the 
whole period of high oil prices in Califor- 
nia. Prior to the issuance of the injunc- 
tions, while the company was free to drill, 
the prices of oil were so low that in the 
case of small producers at least they 
scarcely covered the cost of production. 

The output from these lands in 1918 
The decree 


was about 7,000,000 barrels. 





SUNSET AND OVERLAND LIMITED AT MIDLAKE, UTAH 


estimated that production in 1920 would 
reach about 11,350,000 barrels and the 
net income based on this output and the 
higher prices prevailing would be about 
$10,200,000. 

One of the company’s attorneys con- 
nected with the litigation stated that the 
lands would have produced 16,000,000 bar- 
rels a year had the company been free 
to develop them. On this output, but 
considered merely as a producing and not 
a commercial enterprise, the lands should 
be capable of earning a net income of 
close to $15,000,000 a year. 

Capitalized on a 10% basis, the earning 
power of the lands comprised by the Cali- 
fornia Fuel Oil Department should be not 
less than $150,000,000, which would be 
approximately $50 a share as applied to 
Southern Pacific stock. 


Associated Oil Company 


It has been announced that Southern 
Pacific would divest itself of its Asso- 
ciated Oil stock as well as of the oil lands 
owned in fee. This company has made 
slow progress, due to the fact that it was 
loaded with burdensome contracts during 
the period of advancing oil prices and in 
part to incapable management. Thus it 
is only recently that the company has 
begun to demonstrate its earning power 
and to take its rightful place, based on 
the value of its properties, alongside such 
concerns as Standard of California, Union 
Oil and General Petroleum. 

In 1918 Associated Oil earned $11.35 a 
share and in 1919 $15.27 a share. In the 
first six months of the current year the 
company earned $9.14 a share, or at the 
annual rate of $18.28. As prices were 
generally higher in the last half of the 
year, earnings applicable to the stock 





A view of the celebrated Lucian Cut-Off across the Great Salt Lake on the Southern 


in favor of the company was entered late 
in August of that year, so that the com- 
pany had four months of freedom in its 
development, with the result that the out- 
put in 1919 was about 8,500,000 barrels. 


In a recent issue of this magazine it was 


Pacific’s Ogden route 


in 1920 should run nearer $20 a share. 
The book value of Associated Oil stock, 
although the company carries its lands at 
an average price of only $700 an acre, is 
about $180 a share, while the depreciation 
(Continued on page 47) 
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September Rail Earnings Confute the Prophets 


Statisticians Appear in Deep Mourning Following Issuance of Figures for the First Month 


HE Macazine oF WALL STREET is 

rubbing its hands in glee for its 

abstention from the late orgy of rail- 
road prophecy. After nearly every other 
institution in the financial district had 
computed to a cent what every class 1 
road would earn under the new rates, a 
few correspondents referred to this 
abstention as neglect; but it was a neglect 
that had been long and well considered. 

Early in September, the statisticians 
who returned to their labors one morning 
late in October with bands of crepe 
around their sleeves, encountered a great 
idea. In the beginning there was a good 
deal of contention as to who first met 
the idea, but in the last few days I have 
noted a tendency to enter disclaimers for 
the credit. Indeed, at one time there 
was an unseemly rush to be first before 
the public in company with the idea. 
Printers were offered premiums to hasten 
the mechanical work. Since the first of 
November many undistributed lots of 
prophetic railroad literature have been de- 
stroyed. 

The idea, like all bad ideas, was very 
complex. It consisted in the application 
of the rate and wage increases to operat- 
ing results of individual roads in 1919. 
Allowance was made in some instances 
for increased charges and in others for 
division of excess income with the Gov- 
ernment, There was a good deal of va- 
riety in the results, due to the fact that 
some of the statisticians were more con- 
servative than others, but all of them 
were equally at fault in their conclusion 
that operating revenue in 1919 was typi- 
cal for the roads as individuals. 

I have in mind one of the leading rail- 
road comptrollers who wished to make 
a similar forecast for his property. He 
soon abandoned the idea, because he 
couldn’t find for his road one typical 
month in the whole period of Federal 
control. He finally got better, but not 
very dependable, results by applying the 
greater increases to the operating figures 
for 1917. 

There are before me a stack of railroad 
forecasts, all compiled after much the 
same manner. One shows Atchison earn- 
ing 15.3% on the stock and Southern 
Pacific 11.5%. Another shows Atchison 
earning 21.5% and Southern Pacific earn- 
ing 16.3%. Still another shows Atchison 
earning 18.1% and Southern Pacific earn- 
ing 16.3%. 

In spite of the variation in the figures, 
it will be noted that there is one simi- 
larity, and it is this similarity in which 
all are wrong. The variations are due 
to the different methods of making allow- 
ances, but the similarity is due to the fact 
that all of them started with 1919 re- 
sults for a basis. The similarity is this: 
Atchison in every case is shown as earn- 
ing more than Southern Pacific. 


The Trouble in the Idea 


I shall discuss more in detail the Sep- 
tember earnings of both roads, but the 
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Under the Increased Rates 
By CHARLES REMINGTON 


subject here is the trouble in the idea. 
Atchison’s September gross increased 
about 3% and net was at the annual rate 
of about 5% on the common stock. South- 
ern Pacific’s gross increased about 25% 
and net was at the annual rate of about 
10% on the capital stock. 

Southern Pacific is divided into two 
systems, known as the Pacific and the 
Sunset. The Pacific System originates a 
large volume of business and has a dense 
traffic. In order to make the Sunset Sys- 
tem pay well, it must be used as a link 
between the Pacific and the steamship 
lines. Without this strong feeding it 
would be a doubtful investment. 

During the war the steamship lines were 
disorganized by the commandeering of 
vessels and the mishandling of the rest 
of the fleet. Some of the ships were 
lost and the rest were returned in bad 
condition. The result during Federal 
control and for some months thereafter 
was to divert business from the Sunset 
System. Much of their freight was origi- 
nally routed over the Atchison from 
Southern California, while that which 
Southern Pacific took out of California, 
it transferred to other lines, such as Rock 
Island at El Paso. 

Had this been wholly a rail loss, re- 
covery of the business would normally 
have started last March, but a good deal 
of time was necessary to restore the fleet, 
in addition to which the company was 
hampered in its efforts by a long series of 
marine strikes. September was the first 
month to reflect the attempts to reclaim 
these traffic losses, while October may be 
expected to reflect them in still greater 
measure. 

Factors such as the foregoing, likely to 
disturb the calculations of statisticians, 
could be cited in connection with most 
of the roads. These factors will not be 
found in any of the manuals, and this 
explains why all the figures are awry. 

It is only fair, however, to point out 
that the returns for September are scarce- 
ly more typical than those for 1919. A 
few of the factors affecting September 
were the movement of freight in the early 
days of the month at the old rates, the 
failure of State Commissions to take 
prompt action in advancing intrastate 
rates and a general decline in traffic. The 
first will be corrected in October, the 
second will probably be corrected sooner 
or later, but none can say when the third 
will turn for the better. 

In certain regions special factors also 
influenced the results, such as the an- 
thracite strike and the withholding of 
cotton and grain from the markets by the 
producers. All these commodities are 
essential and it can be concluded that 
their movement will swell gross revenues 
in subsequent months. 


The New England Roads 


Of the New England roads, New 
York, New Haven & Hartford and 
Maine Central are the principal ones to 


, 


have reported. The former showed an 
increase of 20% in gross, compared 
with an increase of 40% in freight rates 
and 20% in passenger fares. As nearly 
half the road’s revenue is derived from 
passengers, the showing in this respect 
is very good for September. On a 
smaller gross in September, 1918 and 
1919, the road reported much larger 
nets. Balance after taxes in Septem- 
ber, 1920, was $1,041,287, while net 
operating income was only $573,230. 
This relationship between these two 
items, which did not exist in the pre- 
vious years, was probably due to severe 
congestion and the consequently large 
debit on account of equipment hire. 
Net operating income in September 
was at the annual rate of about 50% 
of fixed charges. 

Maine Central saved only $140,736 
for net out of a gross of $2,187,831. 
While .revenue increased about 25%, 
most of the gain was absorbed in oper- 
ating expenses. 

New York Central, as a parent com- 
pany, didn’t make as favorable a show- 
ing as was expécted or as some of its 
subsidiaries made. Gross increased 
from $29,486,945 to $38,194,829, or more 
than 25%, but net operating income de- 
creased from $5,169,290 to $4,745,357. 
This would be at the annual rate of about 
$47,000,000 compared with standard return 
of about $57,000,000, and the indicated net 
for stock would be at the rate of less 
than $5 compared with about $10 under 
Federal compensation. 

Michigan Central increased its gross 
from $7,707,649 to $9,025,500, but its net 
declined from $2,233,768 to $1,567,905. 
Even the latter, however, is at the annual 
rate of about 150% of rental under the 
Government. 

Big Four’s gross increased from $7,- 
474,754 to $8,672,757, or about 15%, which 
indicates some loss in tonnage. Net drop- 
ped from $2,006,135 to $1,000,483, or about 
50%. September net is approximately the 
rate of Federal rental or about $7.75 a 
share on the common stock. 

Pittsburgh & Lake Erie’s net show- 
ing was not so good as might have been 
expected from the gain in gross. While 
revenue increased from $2,695,503 to $4,- 
245,040, or about 60%, only $737,959 was 
saved for net operating income. This 
shows a very high operating ratio for this 
company. 

Lake Erie & Western, a Central sub- 
sidiary of which not a great deal is ex- 
pected, made a better comparative showing 
than any of the others. Gross was up 
from $966,786 to $1,302,731 and net from 
$130,851 to $232,995. This would be at 
the annual rate of about $2,250,000 com- 


~ pared with rental of $1,548,542, or about 


$4 a share on the common stock. 
Other Eastern Roads 


Nickel Plate was one of the great 
disappointments of September. With an 
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increase in gross of 50%, the road report- 
ed a decrease in net of about 60%. This 
is one of the companies that rejected the 
six months’ guaranty after having earned 
considerably in excess of rental during 
1918 and 1919. In September, 1918, the 
road saved $373,380 net out of $2,230,058 
gross; in September, 1919, $501,030 net 
out of $2,067,196 gross, and in September, 
1920, only $213,210 net out of $3,033,078. 
Such a comparative showing, of course, 
requires a special explanation, and prob- 
ably one will eventually be forthcoming. 
September was at the annual rate of about 
$2,000,000 compared with rental of $2,218,- 
857, or less than the dividend requirement 
on the second preferred. 

Not a great deal was expected of 
Erie, but something more than the 
system showed. Gross was up about 25% 
from $9,829,605 to $12,313,851, but a net 
operating deficit of $2,479 remained for 
the month. This means that the company 
would haye to rely on other income to 
meet its charges and the item is about one- 
third of the requirement. 

Pere Marquette, another road that 
rejected the six months’ guaranty, made 
only a fair showing. Gross was up from 
$3,332,641 to $4,423,025, while net was 
down from $901,883 to $566,243. The dif- 
ference between operating income and net 
operating income indicates that there is a 
good deal of congestion on the road. Sep- 
tember net was at the rate of about $5,- 
000,000 compared with standard return of 
$3,748,196, and would be equal to about 
$4.50 a share on the common, without tak- 
ing account of the accruals on the pre- 
ferred. 

Toledo, St. Louis & Western reported 
a fair gain in gross but a slight decline in 
net. The month was at the annual rate of 
about 75% of fixed charges, including 
those accruing but unpaid. 

Of the anthracite roads, Delaware & 
Hudson made by far the best showing, 
gross increasing about 60% and net about 
500%. On the other hand, net shows a 
decline of about 50% from September, 
1918. Gross was up from $3,126,976 to 
$5,030,160 and net from $209,543 to $1,- 
139,176. September’s net was at the an- 
nual rate of about $11,000,000 compared 
with standard return of $7,415,149. While 
the latter covered the 9% dividend by a 
fairly close margin, the former is at the 
annual rate of about $13.75 a share. If 
September was a typical month with this 
road, there should be no further fear for 
the dividend. 

In spite of Delaware g Hudson’s 
good showing, the weak reports of the 
other anthracite carriers is explained 
on the ground of the coal strike in 
September. Philadelphia & Reading, 
all of whose stock and most of whose 
bonds are owned by Reading Company, 
saved only $722,807 net out of $8,512,293 
gross, or less than 9%. Net was at the 
rate of less than 50% of rental and would 
be equal to about 85 cents a share on the 
$50 stock. 

Lackawanna did somewhat better 
than Philadelphia & Reading, but not what 
was expected. Although gross increased 
from $6,213,781 to $8,191,559, or about 
30%, net was only $983,778 compared with 
a net of $858,718 in September, 1919. The 
annual rate would be about $9,400,000 
compared with standard return of $15,- 
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749,477, and about $9 a share on the $50 
stock on the basis of other income in the 
preceding year. 


Other Coal Roads 


Considering the roads in this region 
as a whole, Jersey Central made a very 
good showing. September gross was $5,- 
273,344 compared with $4,131,526, while net 
was $738,009 compared with a net operat- 
ing deficit of $231,712. Net was at the 
annual rate of about $7,100,000 compared 
with rental of $9,352,300, or about $13 a 
share on the stock, inclusive of dividends 
received from the Lehigh & Wilkes-Barre 
Coal Company. 

Of the soft coal roads, some of which 
are in the Allegheny region and some 
in the Pocahontas, Chesapeake & Ohio 
and the Virginian obtained the best 
results, although Baltimore & Ohio did 
better than was generally expected. 

Chesapeake & Ohio increased its gross 
from $6,546,831 to $9,207,145, or about 
40%. As this was the full amount of the 
freight rate increase, such a showing could 
not have been made without a marked gain 
in tonnage. Net was up from $937,429 to 
$2,369,957, or about 250%. This is at the 
annual rate of $23,000,000, compared with 
Federal rental of $13,226,983. Before di- 
vision of excess with the Government, 
September was at the annual rate of more 
than $25 a share on the stock. 

The Virginian’s gross was up from $1,- 
280,080 to $2,009,717 and its net from 
$489,985 to $886,747. This is at the annual 
rate of about $8,500,000 compared with 
rental of $3,079,593, and would be 
equivalent to about $18 a share on the 
common stock. 

Norfolk & Western made the weak- 
est showing of any of the three roads 
which comprise the Pocahontas lines. 
Gross was up from $7,348,327 to $8,959,982 
and net from $970,353 to $1,394,563, but 
the latter is at the annual rate of only 
$13,500,000, while standard return was 
$20,711,875. September net was equivalent 
to about $7 a share on the common stock. 

Baltimore & Ohio made a better 
showing in gross than in net. The former 
was up from $18,708,038 to’ $24,570,398, a 
gain of about 30%, while net was up from 
$2,557,964 to $2,900,990. This would be 
approximately the same rate as rental, 
which amounted to $28,031,146, and shows 
the preferred dividend covered with about 
$2.25 a share for the common. 

Western Maryland also did better in 
gross than in net. The latter however, 
was at the annual rate of about $3,750,000, 
compared with rental of $3,079,593. This 
would be equal to about $1.40 a share on 
the second preferred without making al- 
lowance for the accruals unpaid on the 
first preferred. 

Carolina, Clinchfield & Ohio is a small 
coal carrier that made an excellent show- 
ing. Out of a gross of only $696,047, it 
saved $257,472 for net. 


Where the Idea Died 


Of all the September reports those 
from roads in the Southern region were 
the saddest for the statisticians, and 
none worse than that of Atlantic Coast 
Lines. The stack of forecasts before me 
shows that property earning all the way 
from $12 to $15 a share on the stock, but 
the September statement shows a gain in 





gross of only 5% and a net operating 
deficit of $256,425. 

On the other hand, Atlantic Coast 
Line’s chief competitor, Seaboard Air 
Line, of which little was expected, re- 
ported gross up from $3,161,083 to $4,177,- 
702, or about 30%, and a net of $519,- 
349 compared with a net operating deficit 
of $37,672 in September, 1919. On a 
monthly basis, this would show the ad- 
justment mortgage interest covered by a 
small margin, but weighted for seasonal 
traffic September net would be at the 
annual rate of about 4% on that issue. 

Until an explanation is forthcoming, 
the showing of Southern Railway is 
very mystifying. In August, under the 
old rates and the new wages, the com- 
pany had a net operating income of about 
$2,600,000. In September, under the new 
rates and the new wages, net was only 
$972,130. This is all that was saved out 
of a gross of $13,467,505. Out of about 
the same gross in September, 1918, the 
company saved $4,699,948 for net. Sep- 
tember, 1920, net was at the annual rate 
of about $9,500,000, compared with rental 
of $18,653,893. With other income, this 
rate would be equal to about 75% of 
charges. 

Louisville & Nashville’s gross was up 
from $9,846,324 to $11,946,335 and its net 
from $844,192 to $1,249,612. This would 
run about $12,000,000 for the year com- 
pared with rental of $17,310,495, and would 
be at the rate of about $10 a share on the 
stock. Nashville, Chattanooga & St. Louis 
reported an increase in gross but a de- 
crease in net. 

Illinois Centfal had not reported in 
full when this article was written, but its 
gross was more than $14,000,000, com- 
pared with less than $10,000,000 in Sep- 
tember, 1919. The increase, which is 
more than 40%, reflects an increase in ton- 
nage, and indicates that net should be 
favorable. The company’s subsidiary, 
Central of Georgia, reported a small oper- 
ating deficit. 


Southwestern Region 


Few reports of important roads in 
the Southwestern region are available. 
Of these, Missouri Pacific is the prin- 
cipal one. The gross of this company 
was up from $9,093,852 to $10,806,048, a 
gain of about 20%, while net declined 
from $1,042,097 to $458,750, a loss of more 
than 50%. This would be at the annual 
rate of about $4,500,000, compared with 
rental of $14,206,814, and would be 
equivalent to about 55% of charges. 

Three of the principal roads in the 
Northwestern region have repofted, 
St. Paul, Great Northern and Northern 
Pacific. St. Paul’s gross was up from 
$15,137,097 to $16,356,784, while its net de- 
creased from $1,876,838 to $618,901. This 
is at the annual rate of $6,000,000, com- 
pared with Federal rental of $27,945,820. 
The September showing is at the rate of 
about 50% of fixed charges. 

Great Northern reported a gain in gross 
from $11,077,055 to $13,246,097 and a gain 
in net from $2,808,591 to $3,241,207, This 
would be at the annual rate of about $33,- 
000,000, compared with rental of $28,666,- 
681, or about $10.50 a* share on the pre- 
ferred stock. 

The showing of Northern Pacific was 
not so good as that of Great Northern 
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but better than that of St. Paul. This 
company’s gross increased from $9,739,- 
959 to $11,567,703 and its net from $1,- 
958,480 to $2,172,595. At this rate, the 
company would have an annual net of 
$21,000,000 compared with rental of $30,- 
057,760, or about $5 a share on the capi- 
tal stock. 

Minneapolis & St. Louis made a good 
showing in September and operated at 
the rate of about $4 a share on the stock. 
Chicago, St. Paul, Minneapolis & Omaha, 
controlled by Chicago & Northwestern, 
operated at the rate of about $7.50 a share 
on both classes of stock which share 
equally over 7%. 

The principal companies reporting 
from the Central Western region are 
Atchison and Southern Pacific. The 
former reported a gross of $18,448,316, an 
increase of $515,035, and a net of $2,567,- 
724, a decrease of $2,926,372. While 
Atchison’s other income in 1919 was about 
$15,000,000, this included accumulated sur- 
plus from oil subsidiaries, and the item 
normally runs about $4,500,000. On this 
basis, operating net for September would 
be at the annual rate of about $5 a share 
on the common stock. 

Southern Pacific’s gross was up from 
$22,299,063 to $27,780,851 and its net from 
$4,748,161 to $4,950,007. This would be at 
the annual rate of about $47,000,000 com- 
pared with standard return of $48,244,600. 
Income from the California Fuel Oil De- 
partment has run much larger this year 
than last, but on the basis of 1919, Sep- 
tember operating net would be at the 
rate of about $10 a share on the capital 
stock. 

The report of Western Pacific is not 
available but it is interesting to con- 
sider the earnings of Denver & Rio 
Grande applicable to the $36,000,000 
judgment held by the former. Gross in- 


creased from $3,498,069 to $4,058,873 and ; 


net from $961,362 to $1,121,644. This 
would be at the annual rate of $10,500,000, 
compared with rental of $8,319,377. A\l- 
lowing $6,000,000 for charges, September 
results were at the rate of about 13% on 
the judgment, a surplus that accrues to 
Western Pacific. Computed in another 
manner, the $4,500,000 surplus would be 
equal to 6% on the $75,000,000 Western 
Pacific stock of both classes, which share 
equally in the avails of the judgment. 

Although the Canadian rate increases 
did not go into effect until September 
13, Canadian Pacific’s gross was up 
from $17,513,690 to $20,009,286. Its net 
of $3,908,654 showed a small decrease 
from 1919 but a large gain over 1918. 
Prior to September, net had been showing 
big declines from 1919, Canadian Pacific’s 
September net was at the annual rate of 
about $9 a share on the ordinary stock, 
on which 7% is paid from this source and 
3% from special income. 

After all, a railroad begins with gross 
revenue and unless this item is ample it is 
difficult to make a good net showing. 
Given the gross, however, economies will 
save the net. Taken all in all, the gross 
showings, in view of the fact that some 
business moved at the old rates, were 
quite favorable. The few roads that did 
not report good gains in gross had friends 
at the court of the Railroad Administra- 
tion, and the explanation is obvious. In 
a few cases, it is probable that transpor- 
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tation expenses ran away, but this can be 
corrected. In many cases, it will be found 
that maintenance charges were high, as 
would be necessary to restore the wrecks 
that the companies received from the Gov- 
ernment. 


In view of these factors, it seems likely 
that the statisticians will be able to resume 
bright colors with the appearance of the 
October statements. Still, that month will 
contain its surprises, as will many months 
to come. 





Some Second-Grade Rail Bonds Off 42 Points 
Since 1910 


Compilation Shows Small Extent of Recoveries Since That 
Time—Offer Promising Speculative Possibilities 


LTHOUGH second grade railroad 

bonds have had a sharp advance. in 

the past few months, a review of prices 

back to the year 1910 indicates that they 

have much ahead of them before they re- 

cover to the best market positions occu- 
pied in the past decade. 

Bonds of this class are not of the kind 
that can be put away and forgotten. They 
belong to the class that deserves an oc- 
casional inspection, but it is a question 
whether they do not offer the best pur- 
chases in the railroad list at present. 


Compared either with the investment rail 
stocks or with the speculative rail stocks, 
they are likely to register and hold the 
biggest advance measured over the next 
few years, although there will be oppor- 
tunities among the stocks for those who 
are in a position to follow the operations 
and the markets closely for greater 
profits. 

In the list given below the issues show 
declines from the highs since 1910 ranging 
as great as 42% points and have less than 
20 points. 








Bond Maturity 
a a are 1995 
Baltimore & Ohio cw hs ka ntinen 1983 
WwHy & Ohio 8. W. Div. Ist 8%s 1925 

. & O. (Tel, Div) 1st 1959 
aa Clinchfield & 


refdg. 4s 
& Ohio Ist 5s... 1988 


Central ‘of Georgia cons 5s.......... 
Central New England ist 4s......... 1961 
Chesapeake & Ohio conv A. » peccecce 1980 


Chicago Great Western Ist 4s........ 1959 
Chic., Indianapolis & Lenlsvilie ref 4s 1947 
1 


Chic., a 22. &. 3 & csebennee 949 
Chic., . & St. Paul deb 4s........ 1934 
Chic., Mil. & St. Paul perm 4s...... 1925 
. , Mil, & St. Paul conv 4%s..... 1982 

Cc. C. & St. L. deb 4%s.......... 1981 
Chic, Rock Island & Pac. ref 4s..... 1934 
Col, & Sou. ref a ee 1985 
Denver & Rio Grande cons 4s........ 1936 
Denver & Rio Grande cons 4%s...... 19386 
Denver & Rio Grande impt 5s........ 1928 


Gulf & Ship Island Ist ref 5s........ 1952 
Iowa Central Ist 5s............ . 

K. C., Ft. Scott & Mem ref 4s.. ° 
Kansas City Southern ref 5s......... 
Michigan Central deb 4s............. 
Minn. & St. Louis Ist 5s............. 
Mobile & Ohio gen 4s.............+-. 
New Orleans Terminal Ist 4s......... 


Pitts., 
R. I., Ark. & La. Ist 4%s ponteeesees 
Rio Grande Western Ist 4s.......... 
Rio Suse Western cons 4s.......... 
6t. L. I. M. & So. unif 4s 

st. L., *. M, & So, riv & gulf 4s 
St. L.-San Fran. prior lien 4s......... 
St. L.-San Fran. adj és 
St. L., Southw. Ist cons 4s........... 
St, L., Southw. term 5s ° 
St. P. & K. C. S&S. L. Ist 4%s... 
Sou, Pac. Cent. Pac, 4s anee 
Sou, R’way dev & gen 4s............ 
Sou, R’way Mob. & O. col 4s......... 
Tol. & Ohio Cent. genl 5s............ 


Wheel. £ L. E, refd 4%s...... 





10-YEAR FLUCTUATIONS IN SECOND GRADE RAILS, 
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High Price Appromimate Paints Present 

Since 1910 Present Price Deeline Yield % 
85 56 20 7.15 
98% 73% 26 7.80 
94 78% 15% 9.25 
68 57 11 7.30 
100 15% 24% 7.40 
111% 87 24% 6.00 
% 58% 7.10 
97, 76 21% 8.00 
87% 57% 80% 7.25 
73 6.05 
95% 68% 26% 6,40 
66% a7 8.00 
82% 138% 8.50 
107 74% 82 7.90 
98% 79 14% 7.30 
92 69 7.60 
99 76 23 7.15 
97 67 80% 7,50 
104% 10% 33% 7.70 
105 74 $1 9.70 
95% 66 7.90 
95 74% 20% 7.65 
82% 68% 144 7.40 
108 75 7.05 
93 80% 12% 6.90 
109 74% 34% 8.15 
90 63 27 7.90 
884 65 23%, 6,60 
92% 13% 18% 7.50 
97% 64 33% 6.35 
94% 66 28% 7.25 
93 67% 2514 7.00 
90 68% 21% 8.20 
9414 67% 27% 7.25 
85% 55 30 8.05 
87% 72% 15% 8.40 
88% 71% 16% 7.40 
78% 62 11% 7.10 
8914 68 21% 9.05 
84%, 66% 18 8.45 
66 6 7.95 
91% 68% 22%, 7.45 
75 22%, 5.80 
81% 63% 18% 6.75 
62% 28 7.95 
104% 76 28% 7.75 
98% 69 29 7.40 
108% 82 21% 6.70 
8814 59 29% 7.85 
60% 16% 7.50 
102% 60 42%, 9.30 























U. S. FREIGHT RATE INCREASE 
LOWEST IN WORLD 

The British Board of Trade Journal 
gives a compilation of freight rate in- 
creases in fourteen nations, the increases 
being computed on present rates as com- 
pared tc 1914. The figure following the 
name of each country“indicates the per- 


centage of increase: Austria, 390; France, 
140; Holland, 70 to 140; Norway, 150; 
Sweden, 200; Switzerland, 180; United 
Kingdom, 101 to 114%. As compared to 
these figures the Bureau of Railway 
Economics states that the increase in 
freight rates in the United States between 
1914 and 1920 has been only 67%. 
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The Edgar Thompson Works, Carnegie Steel Company, Bessemer, Penn., owned by the U. S. Steel Corporation 


j U. S. Steel’s Prospects in a Competitive Period 


Favorable and Unfavorable Factors—Costs of Production—Prospective Earnings 


1\ the June 12th issue of this magazine, 
I ventured the opinion that U. S. Steel 

common, although it had already de- 
clined severely, would probably be found 
selling below 90 “when the next bargain 
time comes in the stock market.” Whether 
or not that bargain time has arrived, 
Steel common has been selling below 90 
most of the time for the last three months 
and has touched 83%. 

The adverse elements in the company’s 
position may be summarized substantially 
as follows: 

The steel-producing capacity of the 
United States is now about 10% above 
what is likely to be needed for normal 
peace production at any early date, even 
under prosperous business conditions. 
It is more than 25% above what I 
would estimate as probable consumptive 
requirements under average business 
conditions. 

For a decade the ratio of net earn- 
ings to gross business done has been 
tending irregularly downward, with the 
exception of the war years 1916 and 
1917. In 1901, the ratio of net to gross 
was 21%; in 1909, 29%; in 1919, 99%. 

Production of finished steel per man 
fell from 84 tons in 1915 to 64 tons in 
1919, indicating a lower efficiency of 
labor in spite of the fact that wages 
were much higher. Wages are not only 
higher in dollars, but they have risen 
considerably faster than the cost of 
living. Somewhat better efficiency is, 
however, hoped for in 1920, for which 
these figures are not yet available. 

Prices of the stocks of independent 
companies have risen a good deal more 
in proportion than the price of Steel 
common since 1913. 

On the other hand, favorable factors 
might be listed somewhat as follows: 

Working capital behind the common 
stock last December was $112 a share. 
Cash alone was $33. 

There is every reason to expect that 
the present 5% dividend rate can be 
maintained, with a good possibility of 
a better rate in time. 

Since 1901, the company’s productive 
capacity has more than doubled while 
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its capitalization has increased only 5%. 
Gross receipts in 1919 were more than 
3% times those of 1901. 


The company is steadily becoming 


more “integrated,” or self-contained. 
During the five years ended last De- 
cember, the company had “plowed in” 


Meeting Competition 
Since the steel-producing capacity of 
the country now exceeds immediate re- 
quirements, it is probable that competitive 
conditions will develop in the trade. What 
will be U. S. Steel’s position in a com- 
petitive market? 





Net Operating Profits. 
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an amount equal to 83% of the par 
‘value of the common stock, or two- 
thirds of its earnings for the stock. 

Its methods of bookkeeping and fi- 
nancing are conservative. Present prop- 
erty valuations are probably none too 
high and they show, very large asset 
value for the stock. 





1918 1919 1920 192} 


During and since the war, there has 
been very little real competition in the 
steel business, because demand has ex- 
ceeded supply most of the time. The 
independents have taken advantage of 
this condition to a far greater extent than 
U. S. Steel, and that fact accounts in 
very large part for the greater gains re- 
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corded for the prices of their stocks, as 
mentioned above. 

This is clearly illustrated by the graph 
herewith entitled “Net Operating Profits.” 
On this item the relative capitalization of 
the several companies has no effect. It is 
based simply on the dollars of profit an- 
nually. 

Taking 1911, 1912 and 1913 to estab- 
lish a’ pre-war average of net operating 
profits, I have assumed that as 100%, 
and the graph shows the relative gain in 
profits from 1914 to date for U. S. Steel 
and for four leading independents com- 
bined. For U. S. Steel a reasonable 
estimate can be made for 1920, but any 
estimate for the other companies might 
be subject to important correction after 
the returns for the fourth quarter are 
available 

There can be no doubt that the princi- 
pal reason why U. S. Steel’s profits were 
relatively smaller than those of the other 


Per Cent of Steel Ingot Production to 
Total for U. S. 


a Repub. Lack. 
1913 53.2% 3.1% 3.5% 
1914 50.3 3.2 28 
1915 50.9 3.2 3.6 
1916 48.9 2.9 3.7 
1917 45.0 2.6 3.5 
1918 440 2.7 3.5 
1919 43.6 1.9 2.1 


The explanation of the fact that dur- 
ing these years U. S. Steel’s proportion 
of the country’s total business declined 
is that, because of the very large profits 
made possible by the tremendous demand, 
numerous small companies were able to 
increase their production far beyond all 
their peace possibilities. Whether this 
same trend will continue now that we are 
coming “back to normal” remains to be 
seen, but there are a number of indica- 
tions to the effect that the big company 
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companies was that its price policy was 
different. Its prices were, not the highest 
that it could obtain, but what was judged 
to be reasonable under the conditions. 
This was especially true during our par- 
ticipation in the war. U. S. Steel’s first 
question to the Government was always, 

“What do you want from us?” 

The matter of price was only a minor 
consideration. 

This same policy has been maintained 
since the war. The big corporation has 
maintained what it believed to be fair 
prices, even though the independents’ 
prices have been until recently an aver- 
age of $20 a ton higher. 

Another reason for the great disparity 
shown by the graph is that Bethlehem, 
in this period, took over other impor- 
tant companies, Crucible had large new 
plants ready to go into operation, etc.; 
but the higher independent prices were 
the main cause. 

In regard to Republic and Lackawanna, 
which like U. S. Steel give out their 
tonnage figures—something the other in- 
dependents are too bashful to do—it is 
easy to show that they did not get any 
of U S. Steel’s tonnage away from it. 
A table herewith shows the per cent of 
steel production to the country’s total for 
each of these three companies. 
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has strengthened its position nét only ab- 
solutely but relatively. 
Present Production Costs 

Before the war U. S. Steel’s cost of 
production was perhaps $2.00 a ton be- 
low that of most of the independents, 
and this difference was partly counter- 
balanced by the fact that its stock and 
bond capitalization per ton was higher 
than that of many independents, though 
not all. Oni the 1919 production, for ex- 
ample, U. S. Steel’s capitalization was 
$83.50 per ton of steel ingots and cast- 
ings turned out; Republic’s $88.10; Lacka- 
wanna’s $69.90. For other companies we 
do not have such exact information, but 
it is safe to say that for a number of 
them capitalization per ton was consider- 
ably below any of these figures. 

At present, however, this $2.00 differ- 
ence in costs has certainly been doubled 
and probably tripled, so that U. S. Steel’s 
comparative advantage, which was almost 
negligible before the war, has been de- 
cidedly increased. 

There are a number of reasons for this: 

(1) All prices are higher, and_ this 
margin of difference tends to rise pro- 
portionally to prices. That point is obvi- 
ous. 

(2) U. S. Steel’s “integrated” char- 
acter helps it more now that all costs ‘are 


double those before the war. The com- 
pany which owns its own coal and iron 
ore, transports them in its own ships or 
barges and over its own railroads, and 
performs all its own operations to the 
point of delivering manufactured steel 
to the consumer, naturally eliminates 
many intermediate costs; and the higher 
these costs are the greater its advantage 
over its less integrated competitors. 

(3) U. S. Steel not only transports its 
own raw material for the most part, but 
in many cases carries the raw material of 
competitors also, thus getting a profit out 
of their business. 

(4) Because of its ownership of trans- 
portation facilities, the increase in rail- 
road rates bears less heavily on U. S. 
Steel than on its competitors. 

In the Government’s investigation as to 
the cost of steel rails, the figure for U. 
S. Steel was set at $36 and for Lacka- 
wanna at $42; but U. S. Steel claimed a 
cost of $40. This was for March, 1919, 
and of course all costs have risen since 
then. 

Recently the independents have been 
saying that they cannot make a profit on 
steel bars at 2.35 cents, which has been 
the U, S. Steel Corporation’s selling price. 
U. S. Steel claims to be making a profit 
at that price. Bars are, of course, the 
most standard steel product. 

The claims of competing companies in 
regard to costs and prices may often be 
based on different methods of computa- 
tion, to employ a euphemism; but I be- 
lieve there is no doubt that U. S. Steel 
now has a considerable advantage in 
costs, 


Interest Charges Relatively Smaller 


It should also be remembered that the 
mere fact that all prices are now nearly 
double the pre-war level operates strong- 
ly to reduce interest charges relatively to 
gross income. 

Without assuming that present steel 
prices are permanent—since they must of 
course adjust themselves to demand and 
supply—let us say that they will remain 
in the same relation as before the war to 
the general price level for all sorts of 
commodities. That level is now about 
90% above pre-war prices. Evidently 
that would mean that the same number 
of tons of steel should sell for 1.9 times 
as much as before the war, and there- 
fore U. S. Steel’s gross would be 1.9 
times as ,much, even though it did no 
more business in tons. 

But its interest and preferred dividend 
charges, being measured in dollars, re- 
main unchanged, and are therefore very 
much smaller in proportion to gross busi- 
ness. 

The effect is exactly the same as though 
U. S: Steel’s interest and preferred divi- 
dend charges had been reduced to 53% 
of their pre-war amount. 

So the company which has big charges 
ahead of its common dividend has been 
relatively benefited by, the war, as com- 
pared with competitors having smaller 
charges. And if steel prices remain above 
the pre-war level—as, with present costs, 
they certainly must—U. S. Steel’s burden 
of interest and preferred dividend 
charges has been relatively much reduced. 


Prospective Earnings 
For 1920 U. S. Steel will probably 
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earn $15 or $16 a share for its common 
stock; Bethlehem perhaps $27; Republic 
$24; Lackawanna possibly $14. But most 
of 1920 is already history. The impor- 
tant question now is: What will be the 
relative prospects of these companies in 
1921, when presumably the independents 
will no longer be able to get $20 a ton 
more for their steel than U. S. Steel 
charges? 

Republic and Lackawanna have not in- 
creased their charges ahead of the com- 
mon—Lackawanna has, in fact, reduced 
them. Bethlehem has increased these 
charges heavily, too heavily for conserva- 
tism, some have thought, but a brief 
study of the company’s reports shows 
that charges have not grown out of pro- 
portion with net earnings. 





Maxwell Motor Co., Inc. 


Maxwell Merger 





HE unfortunate history of the first 

contemplated merger between the 

Maxwell Motor Co., Inc., and the 
Chalmers Motor Corporation is a depress- 
ing memory in the minds of their share- 
holders. It is not surprising, then, that 
they should be a bit sceptical as to the 
outcome of the new merger now 
about to be consummated. It must be 
admitted that the new merger arrives at 
a particularly inopportune time with the 
stock market in a funk and the automo- 
bile industry unsettled. Still, it should 
be a relief to Maxwell and Chalmers 
shareholders to have the merger brought 
up as it offers them one more chance to 
recover the heavy losses sustained in the 
stocks involved. 

Shareholders have asked themselves: 
“Why should there be a merger?” A 
brief sketch of the relationship between 
Maxwell and Chalmers will answer that 
question. Since September 1, 1917, Chal- 
mers has operated under Maxwell man- 
agement under the terms of a lease en- 
tered into on that date. When the lease 
was signed, Chalmers provided $3,000,000 
in cash to be used by Maxwell. If a mer- 
ger of the two concerns were not effected, 
Chalmers would find it difficult to oper- 
ate on its own, not being in a position to 
collect from the Maxwell concern. It 
is just as vital to Maxwell’s interests 
that a merger be completed on account 
of the lower operating expenses that 
could be brought about through aligning 
forces. New working capital is a fur- 
ther desirable feature which a merger 
would supply. The old merger which was 
proposed at the end of last year fell 
through because certain stockholders 
were not in favor of it. They could not 
see how Maxwell could benefit from such 
a step, and furthermore, they were not 
satisfied with the results of the manage- 
ment, especially from the operating view- 


The graph shows the number of times 
Bethlehem has earned its interest and pre- 
ferred dividend charges year by year 
since 1910, and it will be seen that in this 
respect the company is still in substan- 
tially as good a position as before the 
war. It has expanded very rapidly but 
earnings have gone along with it, and so 
far there is no indication that its posi- 
tion in the industry is not sound and 
reasonably assured. 

U. S. Steel is now sold ahead until 
about the middle of 1921. Republic has 
about four months’ business ahead; Beth- 
lehem about four months for its steel 
mills and over a year for its ship yards; 
Lackawanna perhaps two months ahead 
for steel rails and less than that for other 
products, and Midvale and Crucible are 


probably not in any better position. 

Its conservative price policy has built 
up a handsome backlog of business for 
U. S. Steel, not to mention the good will 
value both among its own customers and 
with the public generally. This business 
ought to carry the company along in 
pretty good shape until there is a re- 
vival of demand. America needs a lot 
of steel. Construction work has been de- 
layed during the war, and as soon as 
capital is available on more reasonable 
terms a good demand for steel is natural- 
ly to be expected. 

U. S. Steel common has a very solid 
basis of value and earning power behind 
it, and the company should be able to 
meet competition on rather better than 
even terms. vol. 26, p. 388. 





Chalmers Motor Co. 





Is the Stockholders’ “Last Chance” 


Inter-Dependence of the Two Companies Makes Merger Essential—Underwriting Syndicate 


Serving Without Profit 
By J. WILSON THORNE 





| For 10 Shares of Holders will receive 
Maxwell Ist pfd...5 Shares Class B Stock 
Maxwell 2nd pfd..2% Shares Class B Stock 
Maxwell com. 1 Share Class B Stock 
Chalmets pfd,. ....6 Shares Class B Stock 
Chalmers com, ....1 Share Class B Stock 


TABLE II.—ADDITIONAL STOCK 


| OFFERING. 

| Cash 

| Shares New Payment 
Per Share of Stock of Stock of 10% 

| Deposited Class A Class B of Price 

| Maxwell Ist pfd... .45 1.2 $4.50 

| Maxwell 2nd pfd.. .225 6 2.25 
Maxwell com. .... .09 24 .90 
Chalmers pfd, .... .54 1.44 5.40 

| Chalmers com. .... .09 24 .90 














hand and since their objections were 
largely responsible for the failure of the 
previous merger plan it looks as though 
the present one will go through. 


Provisions of the Merger 


Under the plans of the merger, already 
approved by the merchandise and bank- 
ing creditors and the stockholders of both 
companies, about $15,000,000 new cash 
will come into the new company. With- 
out this new cash there is little question 
that Maxwell would go into the hands 
of receivers, as its finances are in an in- 
volved state. 

The total new 


capitalization of the 





@ To 
I914 1915 


@ COMMON 


1916 





MAXWELL MOTORS 
PRICE RANGE 


October 26 t% 
1917 


@@ FiRsT PFD 


I916 1919 1920 
SECOND PFD @ 














point. That there will be less excuse for ings have been effected through good company will amount to $20,000,000 in 
this stand now is evidenced by the report innovations recently put into effect. class “A” stock, $100 par value, of which 
that, since the new operating committee Hitherto recalcitrant stockholders are $15,300,000 will be presently issued. 


entered the company’s affairs, some sav- therefore more inclined to lend a helping There will be 800,000 shares of class “B” 
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stock, of no par value, of which 620,179 
shares will be issued. Thus the new 
capitalization will stand at $15,300,000 in 
par value stock and 620,179 shares of no 
par value. 

The combined capitalization of the old 
companies amounted to $43,615,962 par 
value securities and 399,664 shares no par 
yalue common stock. It is thus apparent 
















to the extent of $3,150,000 remain undis- 
turbed under the new plan. 

Class “A” stock will have priority over 
“B” stock, both as to assets and non- 
cumulative dividends up to $8 a share with 
the right of participating with the “B” 
stock in dividends in any year after $8 
has been paid on the “B” stock. Both 
stocks share equally in voting privilege. 
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that considerable scaling down of capital- 
ization has occurred. Actually the reduc- 
tion in capitalization will have amounted 
to $28,315,962 in par value securities when 
the merger is completed. Stock of no par 
value, it will be noted, has been increased 
by 220,515 shares. Nevertheless, the new 
capitalization is considerably below that of 
the old. 

The exchange of the old stock for the 
new (see Table I) will be accomplished 
on a pro-rata basis of 5 shares of class 
“B” stock for 10 shares of Maxwell Ist 





Of the class “A” stock, 150,000 shares 
were taken up by an underwriting syndi- 
cate, formed for the purpose. These 
shares are to be offered shareholders at 
the price paid by the syndicate. In other 
words, the syndicate will receive no com- 
mission for its labors. There will also 
be 3,000 shares for the acquisition of the 
new management, making, all told 153,- 
000 shares of class “A” stock. 

About ‘$15,000,000 of new money will 
come in through the sale of this class 
“A” stock in addition to the class “B” 


stock available for sale. The shares are 
offered for subscription and the lists will 
probably be closed by the time this gets 
into print. The basis of subscription is 
as indicated in Table II. 


Working Capital to Be Increased 


The $15,000,000 Secured through the 
sale of the new stock will add consider- 
ably to the working capital account. The 
company has about $22,000,000 in unse- 
cured banking and merchandise claims 
against it and inasmuch as one of the 
primary purposes of the merger is to at 
least partially satisfy old debts, part of 
the new funds will be used toward re- 
ducing such debts. About one-third in 
cash therefore will be paid out and the 
balance, about $15,000,000, in 7% notes 
will be payable in equal instalments in 
one, two and three years. This is indi- 
cated in Table IV. The cash outlay in- 
volved in the settlement of bills outstand- 
ing will amount to about $7,500,000, leav- 
ing the new company about $7,500,000 for 
working capital out of the $15,000,000 se- 
cured by the new financing. 

The combined fixed charges and pre- 
ferred claims on income of the old com- 
panies aggregate $2,650,000 a year. This 
allows for note interest, preferred stock 
dividends, sinking fund and interest on 
bank loans. Under the new scheme of 
capitalization there will be required $800,- 
000 for interest and sinking fund on the 
Chalmers 6% notes, which are carried 
over from the old company into the new. 
Additionally, there will be required an 
average annual outlay of about $5,600,000 
for interest and sinking fund on the $15,- 
000,000 7% 1 to 3 year notes issued for 
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Assets— 
will (Maxwell Co.) 


7 Accounts ~ a pad beceseeesees 
Notes receivable .......... 
Customers’ sieht drafts ... 
Notes dep. on acceptances . 
Notes dep. on collateral 


U. 8. Government claim 


ie Accounts 


Notes rec. Discounted 
Bond Secured Notes 


4 Li 
Accrua 
Customers’ Deposits ...........-.sceeceee 





(Inter company indebtedness eliminated.) 


Plant and equip. less res. for depreciation .............. 
Good 

SE PMID oc cicccccoveccesecensscee 

ES ps6 pk andanedusedesanssientsese 

DEED secccccccccecccccccecesceseseoese 

Cash 
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Capital Stock and Net Worth ............... 
Chalmers Ist Mortgage 5 yr. 6s ............- 
RE MED che atéceteccccesecesees awe’ 
Mortgages and Contracts ..............00055 


EE DEEN Ghetouveuesticegecncsessee ed 
Bank Acceptances ................0esenceees 
Sight Drafts Discontinued .................. 


agg ES 650,000 BetMd cccecccceese 


Collateral Trust Notes ...............5sceees 
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TABLE III.—OLD AND NEW BALANCE SHEETS COMPARED. 
COMBINED (MAXWELL AND CHALMERS) BALANCE SHEET AS OF 


Assets— 
Plant and Equipment 


Other Current Assets 


a Tecitn Paaete nae tsteebelnes. on ebbenneel 

Liabilities— 
ssonces sone, UMEEBEES Capital Stock ...... pialieitentinaterenespsnesscuges taeda $65,211,053 
~ 158,000 Shares Ciass “A” ................ See eee 5,211,088 


Federal Taxes 





~ ESTIMATED BALANCE SHEET, NEW COMPANY, AS OF 


Investments 2 ge ie ES RG RAEN ES 
031. EE . 1000 enncesens 
25,031,296 Casi 


Liberty On eae 
Notes and Accounts Receivable 
Inventories ........... 


Deferred Expenses ... 


620,179 Shares Class ’’B’’ 
Current Liabilities ... 
lst 6% Notes—Chalmers Motor Co 
Notes Matured 1 to 3 years ..... 


Mortgage and Land Contract ..,...... 2.2... cece ccecuee 
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preferred, 2%4 shares of class “B” stock 
for 10 shares of Maxwell 2nd preferred, 
and 1 share of class “B” stock for 10 
shares of Maxwell common. Chalmers 
stockholders will receive 6 shares of the 
“B” stock for 10 of the Chalmers pre- 
ferred and 1 share of “B” stock for 10 
shares of the common. Chalmers notes 
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TABLE IV.—COMBINED EARNINGS OF 
MAXWELL & CHALMERS, 
(Years Ending July 31.) 


Soke $1,505,467 | 1918...... $2,292,202 
Oh. bin-aiend 2,308,814 | 1919...... 1,529,510 
1916...... 5,426,686 1920". 300, 
1917...... 5,507,697 
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the purpose of securing the claims of 
merchandise and banking creditors. This 
makes a total annua! outlay over the next 
three years of about $6,400,000 for inter- 
est and sinking fund. In other words, 
during the next three years the new com- 
pany will have to pay out in fixed charges 
(Continued on page 60) 
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Childs’ Company 








Where Everybody Eats Now and Then 


Childs’ Eighty-Seven Restaurants Served Over Fifty Million 


HE history of Childs’ Co. is a typical 
American industrial romance. Start- 
ing as a one-restaurant proposition 
back in 1889, it is now a very large con- 
cern, even as American corporations go, 
and runs 87 restaurants, with more in 


























| 
TABLE I, 
CHILDS’ CO.—WORKING CAPITAL. 
Current Current Net Working 
Assets Liabilities Capital 
1912 ... $948,227 $1,090,235 $147,008* 
1918 ... 1,008,331 1,117,854 109,523* 
i 853,926 1,025,743 171,817* 
1915 .. 862,325 881,622 19,297* 
1916 ... 1,190,628 952,157 238,471 
1917 ... 1,545,136 1,053,979 491,157 
1918 ... 1,660, 1,579,262 80,800 
1919 ... 2,136,827 1,407,390 729,437 
*Deficit 
sight. Childs’ has been built up mainly 
through the energetic efforts of the 


Childs family and has been in the virtual 


control of that family since the first 
restaurant was started. 
Childs’ is a national institution. Mil- 


lions of people eat there at least once in 
awhile and some eat there much more 
often. And many who do not eat there 
at least stop outside the window to watch 
the spotless juggler as he carelessly, but 
with matchless precision, tosses the tempt- 
ing flapjack up into the air and catches 
it as it comes down. Yes, Childs’ believes 
in advertising. 

Last year over 50,000,000 meals were 
served, and it is said that the company 
earned an average of 3 cents a meal. Most 
of ‘the people who go into Childs’ go in 
for quick lunches but you can get any- 
thing there from a doughnut to a steak. 
It is said that the American public did 
not know what the word “croquette” 
meant until Childs’ began to dispense such 
in various forms. I have never yet seen 
a Childs’ bill of fare without “chicken 
croquette” plainly advertised on it. 

Childs’ is a well-knit organization. Each 
one of the major foodstuffs is in charge 
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At Three Cents Per Customer 
By A. T. MILLER 


of a special department. Thus there is a 
department in charge of dairy foodstuffs, 
another in charge of meats, another in 
charge of bread and pastry and so on. 
All these commissaries work smoothly 
and attend to the requirements of most 
of the company’s eating places. 

In New York City there is one general 
commissary, subdivided into special de- 
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{No dividends paid 


partments, whose duty it is to take care 
of the restaurants in the New York City 
zone. In cities outside of New York the 
management in charge of the particular 
restaurant does its own commissary work 
and makes its purchases nearby. 

The company formerly had its own 
dairy but the requirements have grown so 
great that purchases have to be made 
through various milk and dairy product 
companies: The company does some of 
its bread baking and all of its pastry 
baking. 

As stated above, Childs’ started as a 
one-man proposition but has had some 


Meals Last Year—Profits Put 


corporate transformation. The original 
business was started in 1889 and was suc- 
ceeded in 1898 by the Childs’ Unique 
Dairy Co. 

No Funded Debt 

In its present form Childs’ Ce. was 
incorporated in 1906 as a consolidation 
of the Childs’ Co. and Childs’ Unique 
Dairy Co. For the purpose of operating 
outside of New York City, a new com- 
pany was formed and this is known as 
The Childs’ Dining Hall Co. This com- 
pany was formed in 1900. Both the latter 
and the Childs’ Co. of Providence, which 
was formed in 1909, are controlled by 
Childs’ Co. through ownership of a ma- 
jority of the stock. 

The company also owns the entire 
$1,000,000 capital stock of the Childs’ Real 
Estate Co. The latter, as the name im- 
plies, takes care of the real estate end of 
the business. - 

One of its main functions is to keep 








TABLE I1.—INCOME ACCOUNT. 

Gross Profits © Dividends Annual] Surplus 
1910 $708,435 $422,294 $286,141 
1911 957,479 474,998 482,481 
1912 881,103 609,435 271,668 
1913 863, 606 657,782 205,824 
1914 731,049 593,091 187,958 
1915 778,459 307,090 471,369 
1916 1,075,490 467,087 608,403 
1917 1,272,657 567,081 705,576 
1918 415,109 447,088 $1,979¢ 
1919 1,537,373 467,088 1,070,285 

*Deficit. 




















on the watch for desirable sites for new 
restaurants. It also has charge of such 
alterations and improvements as are nec 
essary for the equipment of premises. 
Upon the completion of such properties 
for business, they are leased to Childs’ 
Co. at a rental sufficient to cover the in- 
terest and principal of the bonds of the 
Childs’ Real Estate Co. There are out- 
standing $184,370 in 6% gold bonds out 
of-the entire $20,000,000 authorized of the 
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total, $315,630 bonds having been retired. 

The capitalization of Childs’ Co. con- 
sists entirely of preferred and common 
stock. There is no funded debt. Of the 
preferred stock there is $5,000,000 au- 
thorized. This was increased from $3,- 
000,000 in October, 1912. There is out- 
standing in this issue $4,387,100 in $100 
par value stock. The stock is cumulative 
and pays 7%. Of the common stock there 
is $4,000,000 authorized. This was in- 
creased from $3,000,000 in January, 1912, 
through the issuance of a 331/3% stock 
dividend. There is outstanding in this 
issue $3,995,775 in $100 par value stock. 


Financial Condition 


It is only in recent years that the com- 
pany has been able td show a satisfactory 
working capital account. Although earn- 
ings in the period 1912-1915 averaged 
1314%, a deficit in working capital was 
reported in each of the years in that 
period. This was due to two causes: 
One was the fact that a high rate of divi- 
dends was maintained, and the second 
was the fact that the company charged 
off liberal amounts for depreciation. The 
company charges off about 5% annually 
on plant and equipment for depreciation. 

Since 1915, however, the working capi- 
tal account has shown an increase each 
year, with the exception of 1918, when 
the company was subjected to special in- 
fluences which will be alluded to later. 
The growth in working capital during the 
past few years can be appreciated from 
the fact that in 1916, this item stood at 
$238,471, whereas at the close of the last 
fiscal year, November 30, 1919, it stood at 
$729,437. 

The company entered the present fiscal 
year in the best shape of any year in its 
history with a surplus of $1,379,391. In- 
ventories are carried at a very low figure 
and with its cash position good, the com- 
pany is in a healthy financial condition. 
Last year the company charged off $387,- 
973 to depreciation or about 25% of its 
gross profits. This illustrates perhaps an 
ultra-conservative financial management 
but it is nothing to make the shareholders 
worry. 


Common Dividends Passed But Once 


In only one year since organization in 
1898 did the directérs fail to declare a 
dividend on the common stock. This was 
in 1915 when working capital had become 
so depleted that it was found necessary 
to conserve cash by omitting the dividend. 
A record of this sort is exceptional. Divi- 
dends in the past 20 years have varied 
from 3 to 10%, including a stock divi- 
dend of 331/3% in 1912. The regular 7% 
dividend on the cumulative preferred 
stock has been paid without interruption 
since organization. 

Since 1908 the company has earned an 
average of 16%4% for the common stock. 
Earnings have varied all the way from 
27.40%, which was the rate, by the way, 
in the last fiscal year, to 2.70% in 1908. 
In no year in the period 1908-1917 have 
earnings fallen below 9.81%. 

In 1918, the company suffered a sharp 
drop in earnings owing to war conditions. 
The management. delayed raising prices 
in that year, believing that the end of the 
war would see lower prices on food. Also 
the company served a large number of 
_soldiers during the year, partly under 
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contract, and this- proved unremunerative 
business, Since 1918, however, earnings 
have made a sharp advance, owing to a 
somewhat ruthless general increase in 
prices put into effect by the company. This 
is very evident from the earnings sheet 
of 1919, which shows 27.40% earned on 
the common stock, a: record since the 
company’s existence. In connection with 
this matter, it is rumored that the Gov- 
ernment’s investigation into profiteering 
in food may include Childs’. This would 
not be surprising. Last year, the com- 
pany charged for bread and butter but 
was compelled to cease this practice. It 
is now charging 10 cents for a cup of 
coffee though coffee may be secured at 
5 cents a cup in many similar establish- 
ments. Proportionate advances are noted 
in some other food articles dispensed at 
the company’s restaurants. 

And yet, it is rather remarkable that 
although Childs’ does charge 10 cents for 
coffee, people continue to eat there. Evi- 
dently the company has a secure hold on 
the American public. 


Preferred Stock Has Limited Market 


The 7% preferred stock of the Childs’ 
Co. has an extremely limited market and 
is traded in as an outside security. As 
an investment this issue leaves little to 
be desired, except on the ground of its 
marketability, which is poor. No sales 
have been reported for the year. The 
current bid and asked price is 89-91. The 
stock sold as high as 100 last year. Divi- 
dends have been paid regularly since 


the company’s organization in 1898. 
The common stock also has a poor 
market. Its investment qualities, natur- 
ally, are not so pronounced as in the 
case of the preferred stock. Dividends 
have fluctuated between 10% and zero. 
For a common stock, however, it has had 
a good record. Present dividends are at 
the rate of 6% and there is nothing to 
suggest that some such rate cannot be 
maintained for a considerable period. The 
bid and asked price on this issue is 
78-81. For a 6% stock, however, this 
would seem to be a pretty high price, 
according to present standards. 


Current Business Very Satisfactory 


Business in all the restaurants through- 
out the country is reported to be very 
satisfactory. Gross sales, it is expected, 
will be at least equal to the $16,000,000 
total in 1919. In 1918, gross earnings 
amounted to $14,000,000. Since January 1, 
three new restaurants have been opened 
up with a fourth nearing completion. 

The company follows an admirable pol- 
icy with regard to inventories and rarely 
accumulates excessive stocks. The drop 
in foodstuffs this year should, therefore, 
have but an imperceptible influence on 
the company’s earnings. 

Childs’ does a very stable business. In 
the past decade, earnings have increased 
by over 100%. The character of the 
company’s business suggests that, so far 
as can be seen, a more or less regular 
advance in earnings should be shown 
yearly. 








A CHANCE TO BUY “STERLING” AT BARGAIN RATES 
(Continued from page 12.) 








can currency of $35. The bonds cost $430, 
and the flat yield, therefore, is 8.14%. 
Even at current high money rates, this is 
a good return on a good government bond. 

With sterling at only $4 within five 
years, the average flat yield at the present 
price of the bond would be 9.10%. If 
sterling were at par at the end of ten years, 
the yield would be 10.44%. 

Figuring the yield to maturity, at the 
present price of the bonds and at current 
rates of exchange, this amounts to 9.37%. 
With sterling at $4 within five years, the 
yield to maturity amounts to 10.26%, and 
with sterling at par at the end of ten years, 
the yield would be 11.60%. It, of course, is 
a reasonable assumption that sterling will 
sell at $4 within five years, and sterling at 
par within ten years. 

- Outlook 

Will sterling get back to permanently 
higher levels? To argue to the contrary 
is tantamount to acknowledging permanent 
financial disability for Great Britain. 
Bluntly, only those who entertain soviet 
views can hold this opinion. To put it as 
a sort of syllogism: Imperial Chinese 5s 
are low on account of the drop in sterling 
—but sterling may confidently be expected 
to regain its former value. * * * Chi- 
nese Imperial 5s will also regain their for- 
mer value. This latter statement, ‘of 
course, assumes that money rates will get 
down to an approximation of normality. 

The sinking fund provisions of the bonds 
commence to operate in 1922. Beginning 
June 15, 1922, an amount sufficient to re- 
tire the entire issue by maturity will be 
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applied annually to the bonds. Any bonds 
redeemed in advance up to June 15, 1928, 
are to be called in at 102% and interest, 
and thereafter at par and interest. 

Chinese Imperial 5s are the lowest sell- 
ing bonds of an old and honorable nation 
which has never defaulted on its obliga- 
tions. With the personal and international 
moral code of Chinamen superlatively 
high, default on these bonds is a virtual 
impossibility. I believe, all conditions be- 
ing equal, that these bonds should and will 
sell considerably higher and that under the 
circumstances they offer an excellent op- 
portunity for an investment with unusual 
speculative possibilities. 





FRANCE DEVELOPS WATER POWER 

Development of her water power under 
plans now being carried out will make 
France third among the nations. 

The report of the Commission des 
Forces Hydraulique shows that in round 
figures the water power (colloquially 
known as “white coal”) in France may 
be reckoned theoretically at about 9,000,- 
000 horsepower, of which amount 1,165,- 
000 horse power is in use. About 500,000 
horsepower additional is being equipped. 

In about fifteen years 6,000,000 horse- 
power more should be realized. The rest 
remains available for eventual develop- 
ment. The 1,165,000 horsepower now in- 
stalled which is capable of 850,000 kilo- 
watts, in 1919 furmished effectively 700,- 
000 horsepower (570,000 kilowatts). The 
plants in course of construction will pro- 
vide an additional 550,000 horsepower. 
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Building Your Future Income 





The Fourteen Obstacles to Successful Investment—No. 8—Lack of Grip 


HE number of speculators who have 
played and lost would total a 
stupendous figure. Perhaps no- 

where else on this earth will be found so 
large a waste of energy, money and time 
as on the New York Stock Exchange and 
New York Curb. 


We do not say that the losses of the 
speculatively inclined are economic losses, 
for indeed they constitute the nerves and 
sinews of the entire investment structure 
of this country, and the influence of 
America since 1914 has been more than 
local. What one man loses, the other 
must gain. But in the last analysis it 
will be found that the race is really to 
the swift, and the battle is to the strong. 

Who are the “swift and strong” that 
gain so much? Where does all the money 
go to? 

The secret is out: The big interests get 
it eventually. Heads they win, tails you 
lose, is perfectly correct so long as you 
persist in trying to solve a riddle that is 
practically unsolvable. So long as “they” 
buy, stocks will go up; and when “they” 
sell, down they must go. The invisible but 
powerful force we are in the habit of 
calling “they”—which really means you 
and I and the crowd, cannot guess right. 
The next move on the part of “they” is 
what we are all trying to anticipate; and 
if you do not know who “they” are you 
cannot do better than study Selden’s 
Psychology of the Stock Market. 

How, then, can a detached group of 
men be consistent winners from one year’s 
end to another, and from one cycle to an- 
other ? 


The answer is: they are not winners in 
They are 


the sense we understand it. 
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merely good judges, using good sense, but 
above all they have a superlative quality 
of being able to hang on to their judgment 
with a bulldog grip that nothing will shake. 


HE leading banking interests of the 
country are bullish on America and 
enthusiastic about its securities. They 
have held this opinion from time imme- 
morial. The buyers of U. S. Steel from 
50 down to 10 and all the way up to 50 
again have been these same cheerful 
optimists with their grin that will not 
come off, and their fierce grip that not 


even death shakes loose. The big in- 
vestors in U. S. Steel, Reading, Union 
Pac:S:, Southern Pacific, Pennsylvania 


and other representative securities have 
been mostly the generation that preceded 
present readers. Their successors have 
not sold: and they do not sell merely be- 
cause their securities go up 50 points or 
go down 20. They are in to stay be- 
cause the judgment that preceded theirs 
was as good and better than theirs. They 
get their income, and their mission is 
merely to improve the grip, draw their 
dividends, and see their properties im- 
prove. 

The big fellows with the grip aforesaid 
make no attempt to judge fluctuations, 
because they are not in business for that 
purpose. No doubt if they had made a 
business of it they would succeed equally 
well. Experience has taught them to let 
well enough alone, and how well they have 
profited is seen by looking over the records 
of typical American investments. Through 
all kinds of fluctuations. a good thing re- 
mains good. and its trend must be unward. 

The big fluctuations and the enormous 





who without 


losses recorded by those 
proper judgment or training attempt to 
follow the speculative side of the market 
is largely due to lack of grip. An in- 
vestor will buy and hold, and do so in- 
definitely, so long as dividends come 
along and his corporation is making 
normal progress. The plain average in- 
vestor must possess “grip” to be able to 
hold on and withstand the temptation of 


wide fluctuations through all kinds of 
markets. 
The big interests who make all the 


money, as is popularly supposed, have the 
same quality of stick-to-itiveness: only in 
their case is added an infinite capacity of 
patience that exhausts ordinary mortals. 
The very rare cases of long-winded 
patience are more often seen among 
ordinary investors where real estate or 
land is held at a big depreciation. In such 
cases, it will be found that the best qual- 
ities and patience are exerted for appar- 
ently no other reason than that land is a 
thing that can be seen and sometimes 
used. It cannot fade out of existénce, 
barring earthquakes, and the individual 
is loth to detach himself from something 
that costs him more, so long as he can 
look at it and visualize better things. It 
is different with securities: and the “big 
interests” have been trained to appreciate 
and value the difference accordingly. 

Seldom or never does the real investor 
lose. Whether he knows it or not—grip 
and lots of it is one of the fundamental 
reasons for his success. 

How does it work out? 


E have a case in mind: a traveling 
salesman who, without luck or 
special knowledge has in the past few 











years acquired a handsome competence by 
the exercise of three qualities: common- 
sense, method and grip. 

This salesman determined some years 
ago to set aside a weekly sum from ‘his 
earnings in a place (as he expressed it to 
the writer) “where it could not get away 
from him.” Although the original weekly 
amount was moderate, in the last few 
years it has averaged about $50 weekly, 
and we have no doubt that thousands who 
read this are able to set aside that amount 
every week. 

Our friend selected a number of stan- 
dard securities for the purpose of his 
plan, figuring that although their earnings 
might fluctuate, and dividends vary, these 
corporations were in business for the pur- 
pose of staying there and growing. He 
was prepared to stay and grow with them. 

He became a one-share buyer, not on 
the instalment plan, ner by borrowing, 
nor by margin transactions. He selected 
one security for his purpose every Satur- 
day afternoon, mailed his $50 to his 
broker, and took his one share up. Nat- 
urally, he was either short or long a 
few dollars, which he settled the follow- 
ing week. He was not always able to 
complete a purchase every week, but his 
remittan¢e went forward all the same. 

His selections included U. S. Steel, 
Bethlehem Steel. Atchison, Southern 
Pacific, Reading, Union Pacific, Amer- 
ican Locomotive, American Car & 
Foundry, American Steel Foundry, 
United Cigar Stores, American To- 
bacco, American Telephone, Consolidated 
Gas, Brooklyn Rapid Transit (showing 
he was not infallible), Anaconda, Amer- 
ican Smelting, and in later years Gen- 
eral Motors, Chandler, Goodrich, Amer- 
ican Sugar Refining and American 
Woolen. His principle was to get rid 
of a stock at any loss where dividends 
ceased, and so he sold his B. R. T.— 
his only mistake—at a fair loss. 

It is well known that the majority of 
these companies did exceedingly well in 
the past few years. Obviously the num- 
ber of shares purchased (all in single- 
share lots) have doubled, trebled and 
even quadrupled by stock dividends, 
rights, and further purchases from divi- 
dend accumulations. The buyer did not, 
he assures us, look at a quotation before 
deciding to buy: he just went down the 
list in systematic order without any pre- 
tence as to market knowledge, nor to at- 
tempt to buy low. In some cases he paid 
dearly, and in many instances ridiculously 
little, because he was a buyer in panics as 
well as in booms. 

The only guiding principle was grip. 
He has beaten about every speculator we 
know of—and a good many investors as 


well. 

The capital invested has about averaged 
$16,000, but the man with the grip con- 
fesses to owning more than $50,000 worth 
of high-grade securities secured with $50 
per week, over a short period of years, 
and he more than expects to double his 
capital again in the next few years by 
sticking to it, and watching the broad 
developments within the ken of the aver- 
age business man. 








Army of “Small Investors” 


What ” Their Financial Problems Are and How Their “Success” 
Campaigns Should Be Plotted Out ‘ 


By VICTOR DE VILLIERS 


M* work has brought me into intimate 
contact with the ideas of thousands 
of investors, and it is gratifying to 
note the cumulative effect of the little 
man’s nodding acquaintanceship with in- 
vestments that grew out of the war time 
habit of buying bonds. 

It is a safe assumption that before the 
war not one per cent of the populace 
really knew the meaning of the word 
“investment,” and it is an equally safe 
guess that the first thrill of clipping and 
cashing a coupon came as a war-taught 
lesson. The big war was admittedly a 
world calamity, yet it has its compensa- 
tions in having placed the American peo- 
ple fifty years ahead in the knowledge 
that money can breed money if it is put 
to work wisely. The clock has been put 
forward fifty years for the small investor 
who is eager to invest wisely. 

The speculative orgy of 1919-1920 will, 
upon sober reflection, be found largely 
due to the frenzied buying of an innumer- 
able number of “little fellows” who, hav- 
ing had their appetites whetted for in- 
vestments were (sad to relate) looking 
for blood rather than bread, which was 
perhaps pardonable after the delirious 
years of 1914-1917. The deluge of war 
bonds into the market, and the craze for 
speculative industrials, and their subse- 
quent fall seem so natural, now that the 
smoke of battle has cleared and we can all 
figure it out calmly. 

Investments have fallen quite low. The 
price pendulum even in more normal 
times always swings widely the other way. 
The little investor is still here, more 
powerful than ever. He has lived and 
learned and wants to learn far more. 

Who is going to teach him, by what 
methods, and where will he land? 


Number of Small Investors Still Growing 


During active markets this magazine 
has received over one hundred communi- 
cations daily from investors, ard I 
should judge that fully a third come from 
people in moderate circumstances. The 
percentage of “little investors” who make 
urgent inquiries about their investors és 
visibly growing, month by month. For- 
tunately for the latter, a great number 
have not been seriously scorched by the 
ravages of the bull market, and they know 
enough to know—that they do not know. 
They have seen the pitfalls surrounding 
the most respectable investments, and the 
allurements of other “investments” that 
have fallen from their high estate. 

It is a wonderful thing for America as 
a nation that it has taught the average 
man the meaning of “per cent” and “in- 
come” because the army of little fellows 
is a mighty band in the aggregate that 
can make and break markets, and undo 
nations. They are trying to learn the 
constructive things that are worth while, 
and this Magazine took the big plunge 
less than two years ago in trying to raise 
the hundred dollar investor to par and 
over in the knowledge, how to take care 
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of himself. It is important to invest that 
first $100, $500 or $1,000 right. It is still 
more important to keep the first nest-egg 
in the place where it cannot get away 
from the owner. More important than all 
is to inculcate the knowledge how to re- 
invest the income along with the add $10, 
$50 or $100 accumulations that come along 
either as earnings, savings and other in- 
crement so as to keep the investment 
structure rigid and true. 

It is surprising how great is the de- 
mand for knowledge, and how difficult it 
is to give it on a table d’hote plan that 
will suit the average, because tastes and 
inclinations differ as widely as possible 
plans, and ideas on the subject. The diffi- 
culty is added to by the eager expectations 
of the investor, the sincere desire of the 
adviser to give advice that will be accept- 
able to the inquirer, and the inroads of 
the get-rich-quick gentry who regard the 
small fry as their legitimate food. 


People Want Legitimate Opportunities 

Rome wasn’t built in a day, and we do 
not expect ideal conditions for the small 
investor except after a long period of 
training and assimilation of constructive 
knowledge, along lines that will be alike 
conservative and attractive. Many in- 
vestors will tell you that they are not 
looking for banalities in the way of ster- 
ilized and innocuous investments that will 
give them a safe five per cent and no 
more. These will not readily accept ad- 
vice to keep their money in the bank or 
buy Liberty bonds, because they know all 
about banks and Government bonds, and 
come to you for something new. 

The solution may be in compounding 
savings at as high an interest rate as pos- 
sible consistent with safety. Growth in 
the principal amount should be an acces- 
sory after the fact, a very welcome ele- 
ment, but not entirely essential to the 
idea. The first essential is to get the 
cream off the money market; the next is 
to get more cream. The third essential 
is to keep your ear to the ground for more 
opportunities, along the same lines. 

Bargain-hunting for reasonably safe se- 
curities that give the best income and most 
reasonable security—at the time the in- 
vestor has available from $50 upward—is 
growing in popularity. If a way to do 
this can be shown, and it becomes general, 
we shall truly become a nation of intelli- 
gent and satisfied investors. It will re- 
quire a good deal of cooperation on 
part of the “big fellows” to put it over, 
but the trouble will be repaid in the gen 
eral prosperity that is sure to flow from 
the buying power and strength of 
people as a whole. 


How New Investor Should Start 
The small investor must first accum 
late his few hundred dollars as a starti 
point. There is no other way to do thi 
excepting by doing it. 
It is impossible to start, except throug 
the medium of a bank account. 
The first nest egg must go into bonds 
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However banal and stereotyped it may 
seem the only kind allowable for a start 
are Government bonds. Obviously, we all 
rate U. S. Government bonds. first, cheap- 
est, and best. They give the highest in- 
come yield of all considering their value, 
security and recent prices. 

The next step would logically be the 
accumulation of other good bonds of old- 
established corporations that can be se- 
cured to yield from 644% to 74%. The 
opportunity to buy them at prices to yield 
so much will not last long. This applies 
to long-term seasoned issues, preference 
being given to those listed on the N. Y. 
Stock Exchange because they are more 
salable, and are better collateral in case 
loans are required to buy other securi- 
ties, or for any other purpose. The pos- 
sibility of its some day proving necessary 
to borrow on one’s securities should 
never be lost sight of. Even if borrow- 
ing never becomes necessary, the satis- 
faction of having good “collateral” is 
worth the trouble of finding out which 
bonds are esteemed and which require a 
lot of fingering by the bankers and brokers 
before deciding to take a chance with them 
or the customer. 

A large number of exceptionally good 
bonds can be bought in $500 and $100 
pieces, so there is no excuse for turning 
down a good suggestion merely because 
enough money has not been saved to buy 
it; $50 will pay for half a bond, and the 
ownership of one-half is a good start. 

The next step is to accumulate some 
good stocks; in fact, it might be a better 
plan to split small funds into two units, 
using half for bonds and half for stocks. 


The Time for Preferred Stocks 


It is better during the earlier years to 
go in for preferred stocks, and the pres- 
ent time is a golden one for this purpose, 
because some preferred stocks, at least, 
are selling so cheaply that the investor 
has the additional chance of increasing 
his capital through appreciation in their 
value as time goes on. The question of 
prices for preferred stocks should not be 
considered so seriously as the income 
they will produce. We have emphasized 
the importance of buying income, rather 
than opportunities, and this applies to 
preferred stocks very strongly. An op- 
portunity to receive 8% indefinitely should 
be considered more important than a pos- 
sible 10-point rise, because 8% out of a 
real investment is a rare find and its bene- 
fit permanent. Profits often have a 
knack of disappearing. Income sticks. 

The man who has $5,000 to invest now 
and can place it out at interest for 20 
years at 8% will receive $400 annually. 
In three years’ time he might have to in- 
vest $6,000 to receive the same income. 
If money should become very plentiful 
five years from now, and people be satis- 
fied to get 5% on their money, our 
friend’s 8% investment would have to be 
valued at $8,000, and you may be sure 
that his preferred stock, bought on an 
8% basis, will be selling at about that 
figure. If he sold out in five years at 
$7,500 net, he will have received 8% an- 
nually on his $5,000 plus a profit at 
maturity. This is not the same as 18% 
annually, but it would look as good to the 
recipient. 

By investing for high income, the profits 
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must come automatically. But, profits 
must be ignored in a security that is se- 
lected for its safety, intrinsic value, yield, 
and permanent investment because the 
price will fluctuate, and not everyone can 
hold an investment and see the disturbing 


. plus and minus signs in the papers each 


day without getting thrills or shivers. 

The anxiety should be disposed of be- 
fore the investment is made by examining 
the matter from every reasonable angle; 
then deciding, and standing upon the origi- 
nal decision. The investor who makes a 
proper diversification of his funds will 
not take the trouble to see whether his 
security has declined 2 points or advanced 
5. He has bought income and not fluctu- 
ations. 

Sound Information Available 

Suitable bonds for the first purpose are 
always discussed: in these pages. No gen- 
eral statement of the best or worst will 
fit every case. Good sound bonds are so 
well known that difference of opinion 
hardly exists about them. These pages 
always contain the facts about the ma- 
jority of them, and a selection by the in- 
vestor himself will exercise the mental 
faculties to the investor’s advantage. 

Preferred stocks of the leading cor- 
porations are equally well known, and 
constantly quoted and written about in 
this MacaziIne and other leading pe- 
riodicals. It hardly seems necessary to 
dwell upon the advantage of looking for 
salability, stability of the corporation be- 
hind the stock, its long record of good 
earnings and regular payments on all its 
bonds and stocks. 

At this time it is well to examine earn- 
ings made since the war, and before the 
war. Any corporation that is now paying 
dividends on all classes of its securities, 
and was able to pay regular disburse- 
ments on its preferred issues for about five 
years prior to 1914, should be able to con- 
tinue to do so indefinitely. This may look 
like a tall specification, but the answer is: 
there are such’ securities available at this 
time. 

One need go no further than the front 
door to get a hint what to do—provided 
the reader lives in a city. The smell of 
the gasoline will suggest the vogue of the 
automobile, and we recall that the big 
General Motors Corporation has some at- 
tractive preferred stocks on the market 
that give a high yield, and possess the ear- 
marks of getting into the 5% class some 
day. Just now they yield 9%! Theclothes 
we wear remind us that the American 
Woolen Company’s preferred stock yields 
7%4%. If you commute to town and your 
line is not yet electrified, your fast train 
is probably pulled by a Baldwin or Amer- 
ican Locomotive speedster whose pre- 
ferred stocks are very high grade and give 
a splendid yield considering their invest- 
ment value, 

Finding a Reliable Broker 

Investments like these can be bought by 
the “little fellow” with his first $500 or 
even $100. It requires a little time and 
trouble to dig up an obliging bank or 
broker of assured standing who will ac- 
commodate the small buyer because com- 
mission and interest hardly pay for the 
time and trouble involved. The safe 
broker who will do the business is doing 
a favor out of consideration for a cus- 
tomer who may grow into a small capi- 








talist and bring other business in time. 
Any good bank will recommend a reliable 
broker, one can be chosen from these 
pages, or our Inquiry Department will 
readily recommend firms that consider it 
an agreeable duty to look after the new 
investor. 

Many large investors grew large in just 
the way mentioned. They began in a 
small way, along conservative but attrac- 
tive lines—the attraction being the good 
income in the first place, and opportunity 
for capital to grow. You gannot run be- 
fore you can walk steadily, and it is sure 
financial suicide to trifle with other metb- 
ods that only seem more attractive on the 
surface. 

Common stocks whose earnings and di- 
vidends fluctuate cannot be condemned so 
far as" the beginner is concerned. Such 
issues as American Telephone, Atchison, 
U. S. Steel—and a number of other—are 
standards, and their corporations models 
of what all others should be. But the 
element of fluctuation in earning power, 
price, dividends, public participation in 
their markets, and special business condi- 
tions, cannot be watched by the beginner, 
and it is a very debatable point as to 
whether they should not be left alone 
until a background of senior investments 
is created upon which the owner can de- 
pend for his income and sure growth of 
his capital as he grows older. 





WHAT IS AN INVESTMENT? 

To learn how to distinguish an “invest- 
ment” from speculation, read over the 
following questions which appeared in an 
editorial in Tue Watt Srreer Journar 
many years ago and which, although spe- 
cially directed at consolidations, still apply 
to individual companies. (1.) What were 
the plants able to earn on the average for 
the five years preceding the combination? 
(2.) What would this amount have paid 
on the present amount of stock? (3.) 
How much have expenses been reduced 
by consolidation? (4.) What will the 
combination have to earn net to pay 7 
per cent on its preferred stock? (5.) 
How much in excess of that amount is the 
company earning now? (6.) What is the 
amount of its net floating debt? (7.) 
How is the floating debt secured? (8.) 
Is the corporation’ hampered by burden- 
some contracts? (9.) Can it enforce its 
own contracts with buyers? (10.) What 
is the extent of the competition encoun- 
tered? (11.) What is the possibility of 
reducing operating expenses? (12.) Is the 
management in every way competent and 
satisfactory? 

Now, if you are not accustomed to the 
study of investments you will perhaps say, 
“What good will it do me to ask all these 
questions, for when I find out the answers 
I shall not know much more than I did 
before?” 

The fact of the matter is that unless 
you are able to understand these questions 
and answers, you have no right to invest 
your money and you should be careful 
never to be guided alone by the circular or 
prospectus of any investment or brokerage 
firm. And if you have surplus funds, you 
are not true to yourself or your depend- 
ents unless you do learn what an in- 
vestment is and educate yourself in all 
matters financial, even though this edu- 
cation is elementary. 











From Section-Hand to Bank Director 


Not a Story by Horatio Alger, but the Plain Truth About a Man Who Learned How to 


HAVE studied THE MAGAZINE OF WALL 

Street for three years and consider it 
has been worth about $6,000 to me. 

I have always read your Building Your 
Future Income Department, particularly 
as it deals with Financial Independence at 
Fifty. I have good reason to believe that 
I will reach the goal by the time I am 40 
(I am in my middle thirties now), and 
will try to give a littie information as to 
how I have nearly reached my point in the 
financial world. 

I was the oldest of a large family and 
born with only one hand. I was unable to 
get any education beyond public schooling 
and never went any higher than the 
seventh grade. My father only made $1.35 
per day, my grandfather was washing for 
a living at the time of his death and my 
mother had to work hard to keep us 
clothed and in school. 

As soon as I was 14 years old I com- 
menced to work, going to school a month 
or so in the Fall. But, with my trouble, 
it was hard for me to find work, My 
school-mates made fun of me because I 
wore home-made clothes, carrying their 
gibes so far at an entertainment I went 
to on Christmas day, 1900, that I could 
stand it no longer and went home. Of 
course, my people were heartbroken when 
told the reason and went to all limits to 
buy me store clothes. 

The following year I got a job working 
on a railroad section at $1.40 a day. Be- 
fore very long I had dollars when my 
school friends had only cents but they still 
found reason for ridiculing me in the fact 
that I was working in a section gang. 


Well, I commenced looking around for 
ways and means of getting out of the con- 
dition that my parents were in. I bought 
several cheap magazines, found advertise- 
ments in all of them that promised to make 
me rich quick. I tried a few of these, 
every ene failed and by the time I was 
20 years old I had been relieved of all 
the money I had made. An insurance 
company was started, I bought a lot of 
stock—and it went the same route. Next 
I was induced to go into business with a 
friend, he to run the business and me to 
pay him $30 a month; in a little while the 
business went the way of all the rest of 
my investments. 


This got the best of me and I decided 
to hold off for a while, at least until I 
had some better plans. Finally I got hold 
of a magazine containing an advertisement 
for $100 bonds. That gave me my idea 
and, from then on, I studied hard and got 
into correspondence with all of the finan- 
cial houses in New York City which I 
was told were reliable; also I was promot- 
ed to section foreman, saving all the 
money that was left after expenses. 

By the time the war broke out in 
Europe I had made a good start on my 
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Handle Money 
By G. C. GATES 


new career. I had proven to the rail- 
road company that my being minus one 
hand did not prevent me from doing all 
the work they gave me, and was trans- 
ferred to a better department. I made 
good there and now I am drawing $250 a 
month, out of which I am investing $175 
and re-investing $50 a month in dividend 
checks. 

At the beginning of the war I was pay- 
ing $10 a month on some Bethlehem 
Steel. The stock, as you know, went “out 
of sight,” and I sold mine at very near 
the record high. My banker saw that I 
was in for saving and offered to sell me 
some of the stock in his institution. With 
my Bethlehem Steel profits I bought 5 
shares of the Bank; it has since paid me 
100% in stock dividends and 12% in cash 
and is worth today about $2,000. 

In the bull market of 1919 I bought 10 
Mexican Petroleum at 98 and held it until 
I had profit enough to cover my original 
investment and leave me 10 shares free. 








HE letters we receive are the 

surest guarantee THE MaGa- 

ZINE OF WaLL Street could 
desire that its Building Your Fu- 
ture Income Department is of 
tangible, practical value to new in- 
vestors. Except for the minor 
changes necessary to put them in 
article form they are printed ex- 
actly as they come in. 

We feel that Income Builders 
should read them carefully in the 
knowledge that they are sincere, 
honest Wiscussions of the innumer- 
able problems all investors will en- 
counter. 























I bought Island*Oil at 4 and sold at 8%; 
I also bought 100 Glenrock Oil at 4 and 
sold at 7, and 10 shares of Stutz at 70 
which I sold at 200. As you know, I could 
have doubled my profits here; but I was 
satisfied. With my profits, I bought 20 
Cities Service preferred, 50 Bankers 
Shares, 10 Texas Co., 2 Pressed Steel Car, 
2 California Packing, $50 Liberty Bonds, 
$200 War Saving Stamps, 2 Guaranty 
Trust, 1 Bankers Trust and $1,000 un- 
listed home-town bonds. These invest- 
ments give me an income of about $900 
a year from about $12,000 made since 
1913. 

Well, the upshot of it all is that my 
determination to hunt work so that I 
might wear as good clothes as my school 
mates has made me wealthy. I have won 
the trust of my bank and am one of the 
prospective directors at the next election. 
I might also add that I supported my 
mother, two brothers and two sisters up 
to two years ago. 





I consider that THE MaGAZINE OF WALL 
Street has been 90% responsible for my 
success as, until I started reading it, I 
did not know what one had to do to be- 
come Financially Independent. 

This may not be in line with your Build- 
ing Your Future Income Department and 
may go to the waste basket; but there is 
no harm in my writing it and it relieves 
me of a little extra pressure. 

Comments on this man’s success in lift- 
ing himself out of the ruck are certainly 
unnecessary, With a handicap that would 
have discouraged any average man, and 
after suffering set-back after set-back in 
his efforts to reach his goal, he won 
through because he was determined to 
win. 

Determination cannot fail. 

We can forestall some criticisms which 
his story will arouse by agreeing now 
that, to an extent, profits from rather 
speculative commitments were responsible 
for his success. For the average small 
investor it would be unwise to deal in 
all such stocks as Mr. Gates selected. 
However, it should be noted that his pur- 
chases were spread over a number of dif- 
ferent issues, thus assuring diversification; 
that several standard investments were in- 
cluded; and also that a canny investment 
in his home town bank gave him his big- 
gest start. 

To us, the most striking feature of Mr. 
Gates’ financial career is the fact that 
once he got into communication with re- 
liable brokers and began to read clean 
periodicals, he realized the futility of get- 
rich-quick schemes. His experience, just 
as the experiences of a million others, 
bears out the statement made on page 3a 
of our October 30th issue, to wit: “Jf each 
and every American investor were given 
access to sound investment advice, the 
problem of stock swindling would disap- 
pear within a few menths.” 





WHEN BUYING BONDS 


Since a bond is primarily a loan of 
money the lender or bond buyer should 
ask himself such questions in regard to 
it as the following: 

Who stands behind this bond? Who 
agrees to see that the interest and princi- 
pal are paid when due? Also what is be- 
hind it? Has it a special provision at- 
tached to the payment? And how and 
when is the interest payable? What taxes 
will have to be paid? 

The answers to these obvious and com- 
mon sense questions constitute a classifica- 
tion of bonds. If a bond has a mortgage 
behind it, it belongs to one class. If it 
has not, it belongs to another class. A 
bond issued by the Government is in a 
different class from one issued by a cor- 
poration, and so on. And when we have 
looked over the various classes of bonds 
in this way, we have a pretty good idea 
of the kinds of bonds that are available 
and of their principal characteristics. 
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How to Read a Railroad Income Account 





Already Complicated Structure Made Worse by Insertion of Figures on Federal Operation 


HE average investor is too apt to 
accept the figures and conclusions 
presented in predigested form in 

the pamphlets and letters put out by 
brokerage houses. This does not imply, 
of course, that such circulars are not pre- 
pared with a fair degree of accuracy, but 
the investor who is familiar with account- 
ing problems and with earnings estimates 
will be much better able to gauge the ac- 
curacy of such conclusions and allow a 
proper leeway for error. 

Railroad income accounts are accurate 
and reliable because they are based on 
uniform rules laid down by the Inter- 
state Commerce Commission. The stand- 
ard form for a condensed railroad income 
account, which was presented in the first 
article of this series, explains the main 
features in which the investor is inter- 
ested; but an analysis of an actual state- 
ment may be of further help. 


Roads Now File Two Accounts 


The period of Federal operation has 
forced the railroads to report two sepa- 
rate income accounts, one representing 
Federal results and the other corporate 
income. In the latter, the “standard re- 
turn” or Government guarantee is the first 
item. This confusion will be, continued in 
the 1920 reports published in 1921, but it 
will disappear «in 1922. 

An actual statement may be of further 
help. 

Let us take for analysis the two in- 
come accounts of the Southern Pacific 
Company for 1919, as presented on pages 


By OWEN ELY 


5 and 9 of the Report to Stockholders. 
These statements are a model of good ac- 
counting, but considerable detail is elim- 
inated in the gable reproduced here. 

The statements show the results for the 
whole system, including a number of small 
subsidiaries, whose earnings are given 
separately in the monthly reports. On 
comparing the monthly with the annual 
figures, a good way to determine which 
subsidiaries should properly be included 
in the system statement presented in the 
stockholders’ report is to total up the 
mileage for the various companies. Thus 
we find that the mileage figures as shown 
in the October railway earnings’ supple- 


ment of the Chronicle for the Southern 
Pacific system total as follows: 
RN NED oc ka va ckhesesicec 7,095 
I I io rete dneveneernene 383 
Galveston, Harrisburg & San An- 
WN ks pdetbvnawakacecextu shea as 1,384 
Houston & Texas Central......... 915 
Houston E. & W. Texas.......... 190 
Louisiana Western ............... 207 
Morgan’s La. & Texas R. R....... 400 
Texas & New Orleans............ 469 


11,043 


This total agrees with figures shown in 
line 1, “Average Miles of Road Operated,” 
in the Income Account, indicating that 
the operations for all these roads have 
been combined in the Stockholders’ Re- 
port. Therefore, in making up an exact 
earnings estimate (based partly on the 
monthly figures and partly on the annual 


report, as explained in the previous 
article), it would first be necessary to 
combine all the monthly reports for roads 
in the system. 

This complication does not always enter 
into earnings estimates for all roads, 
Some companies, whose subsidiaries’ re- 
ports are shown with the parent com- 
pany’s in the monthly earnings statements, 
do not combine these figures in the 
Stockholders’ Report. 


Federal and Corporate Statements 


Many of the railroads present in the 
first part of their 1919 reports what is 
ca‘led the Corporate Income Account; 
i. e., the standard return or guaranteed 
compensation received from the Govern- 
ment, together with such items as did not 
pertain to actual operations—that is, all 
items following net operating income. 
The report of Federal operations, which 
represented the actual situation as re- 
ported in former years, can usually be 
found somewhere in the back pages of the 
report. Perhaps the reason for relegat- 
ing it to the back pages is the unfavor- 
able showing made by many of the roads. 

In the case of Southern Pacific, how- 
ever, actual operations were almost equal 
to the “standard return,” which may ac- 
count for the company’s presenting~ the 
figures in their accusomed place—on the 
first page of the text. Net operating in- 
come from Federal operations is indicated 
in line 28 in the table, and the standard 
return is shown in the line below, while 





























A MODEL RAILROAD INCOME ACCOUNT 
Southern Pacific System, 1919 
A—Federal Operations, Page 5, Stockholders’ Report: B—Corporate Income Accounts System, Page 9. 
Line Line 
No. No. 
1. Average miles of road operated........-+++5+5 REPT 0, Diet GE coccccccccccéescosdovescceces $48,244,660 
» Peel Operating RCRA WT RAE e $163,011,660 6. Miscellaneous operating income.............. 6,244,117 
3)” inet horcaegnneaneanentapnanetpet $9,371,140 19 N ed a 
9. Total, including miscellaneous items....... 239,657,272 | re cities Gintaxss..coe fn 53 6,860,550 
Rail Oo ting Expenses: BO, Genes HOSES. cccoccccccccccccscesecoccevesecs 61,349,327 
10. i teetanite of weep and structures...........- 34,799,542 32. Total fixed charges (rents, interest, etc.)...... 29,800,720 
ll. Maint f Nc. oh oe tenessnsdsibe 47,969,373 cunscumsccmanemnpannsl 
oe ——_—————_ 33. Pee DR... s coche eden boadbouucsaeunes 31,548,607 
12. Total EO. . von ecodus seccenseceses 82,768,916 38. Per cent earned on stock of company.......... 10.45 
13, Traffic .......2eceeeeeeeeeecceeeeeeeeeeeeenes 2,162,186 Disposition of Net Income: 
14. Transportation ge ceed cocesdecccoesoooocoocese 93,274,666 34. Income applied to sinking and other reserve cca 
4 ‘ . , een a a oe DUD. ten cliocdhacdedeehcsedscePbstbeatetectas ,022, 
SR BR Rebeing teens eee. «..-. IIT og. ‘Biclhanily ..00000cesccccecicccccsssenceooneee 11,478,459 
19. Net revenue from railway operations.......... 52,729,789 37. Balance of net income, transferred to credit of 
20. Railway tax accruals ..............seeeeseeeee 9,478,376 profit and loss ....... +00. ceceesssesseeeeeses 3,047,284 
21. Uncellectible railway revenues................ 51,694 C—Profit and Loss Account, Southern Pacific Co., Page 31 
22. Railway operating income................. 43,199,718 1. Credit balance Dec. 31, 1918...............+.. 148,003,747 
——_ 2. Credit balance from income account.......... *8,492,823 
23. Equipment rents (net credit)................- 378,081 . 
24. Joint facility rents (net debit)................ gee °O eee ao Se See 
6-7. M Miscellaneous items income (from operations). 341,929 d osama) a A, CR eye 4 Nevers 106,062 
28. Net income from Federal operations (net op- " sa. pean 
eratin income) CS er SEE aE Wee 43,910,304 k Total _ cs hh acai ah cag aaa eeeeee eee 156,602,632 
29. Stand return received from Government DOUG. Milpcntemoens. Gens ockdccccccccccseccvccece 4,595,149 
based SUNNTS Ui stndeetsducesetsn eam «or, 
. ride ee 16. Credit balance transferred to balance sheet 
30. Standard return in excess of Federal income.. 4,334,356 (Last item in Bal. Sheet, p. 29)............. 152,007,483 
*Does not check with item 37 in Income Account because latter is based on system figures. 
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in line 30 is shown the difference between 
the two results. This is the ideal way of 
portraying the situation, but one which 
will be found in few railroad reports. 

Returning to our analysis of the Income 
Account detail, lines 2 to 9 indicate the 
analysis of operating revenues. The aver- 
age investor is familiar with the general 
division of revenues between freight and 
passenger, but perhaps few are aware that 
miscellaneous revenues make up so large 
a proportion of the total—in the present 
instance about 8%, and in some cases 
running well above that percentage. In 
making calculations, therefore, miscel- 
faneous revenues should always be taken 
into account. 

Ordinarily revenues are divided about 
as follows: Freight revenues, 0%; 
passenger revenue, 30%; miscellaneous 
revenue, 10%. These proportions vary 
considerably, however. New Haven has 
an abnormally high proportion of pas- 
senger business, while Baltimore & Ohio 
has a larger ‘freight business than the 
average road. On this account Baltimore 
& Ohio is benefited much more than New 
Haven by the recent rate increases, since 
freight rates were raised twice as much 
as passenger rates. 


Importance of Maintenance 


Operating expenses, as indicated in 
lines 10 to 18 in the report, are divided 
into seven main divisions—maintenance 
of way and structures, maintenance of 
equipment, traffic expenses, transporta- 
tion, miscellaneous operations, general, 
and transportation for investment. (For 
purposes of brevity, lines 15, 16 and 17 
were omitted from the table.) The first 
two and the fourth named are much more 
important than the others. 

The two maintenance accounts are often 
combined into one figure representing 
total maintenance, as is here indicated 
by line 12. Unless the investor wishes to 
make a detailed study, this is the easiest 
way to make comparisons with other com- 
panies, or a comparison of the same road’s 
operations over a long period. 

The importance of the maintenance ac- 
counts cannot be overstated. The reason 
for this is that the railroads sometimes 
spend more and sometimes less money 
than is actually required to keep the road 
in good conditiofi. The amount of the 
expenditures depends not only on the wear 
and tear on the property, but the question 
as to whether earnings for the year are 
running well, and whether the road wants 
to avoid purchasing new equipment be- 
cause of high interest rates, as well as 
various other factors which cannot be 
analyzed here in detail. At any rate, the 
amount spent for maintenance is an im- 
portant indicator of whether the road is 
going up-hill or down-hill. Prosperous 
roads usually spend a great deal for 
maintenance, on the theory that this 
produces maximum efficiency; while poor 
roads spend as little as possible in the 
fhope that they may avoid receivership, 
and that earnings will improve in a year 
or two. 

Roads in receivership often spend 
amounts which are entirely abnormal, 
since they are not obligated to pay any 
interest, and the receiver tries to make 
up for the low expenditures of previous 

(Continued on page 47) 


Should Soldiers Hold Government Insurance? 


Inefficiency of Washington Bureau and Government’s Failure 
in Other Lines Raises a Question 


By WILLIAM ARMSTRONG 


FrORMER soldiers and sailors who saw 
service in the World War do not 
seem to have yet mastered the intricacies 
of the government insurance plan. This 
department is in receipt of numerous in- 
quiries from holders of government insur- 
ance, seeking advice as to whether to 
retain the policies or let them go and re- 
insure in standard old line insurance com- 
panies. 

A sample inquiry is given in the letter 
herewith. There are many others but they 
are along the same line. It is just “Shall 
we or shall we not?” 

Representatives of a number of the most 
substantial of the life insurance compa- 
nies were asked for an opinion on the 








A TYPICAL LETTER 


Insurance Editor, 
The Magazine of Wall Street. 

Dear Sir: I have read your article 
on life insurance on page 624 of 
The Magazine of Wall Street for 
September 4. In accordance with 
your offer that the readers of the 
Magazine come to its staff for any 
advice or information they may want 
to obtain, I wish to place my prob- 
lem before you. 

I am at present confronted with 
the question of whether I should 
hold to my government insurance or 
drop the government insurance and 
take a policy with a regular old line 
company. What is your advice? 




















question in order that the veteran might 
be given the best advice obtainable. 

The response of the companies’ repre- 
sentatives to the question was surprising. 
It had been expected of course that their 
actuaries would be able to figure out some 
way that the companies could issue a pol- 
icy that would put a barrage down on the 
government’s line of insurance defense. 
This, because the companies are in busi- 
ness to write life insurance policies. 

But the answer was the same—unani- 
mous. It was to the effect that under no 
circumstances was the soldier or sailor to 
drop his government life insurance. 


Much Red Tape in Government Bureau 


The government’s insurance record has 
not been a brilliant one and the delays and 
red tape surrounding the system have beén 
so exasperating that thousands of the boys 
allowed their policies to go by the board 
rather than be bothered. It ‘is probable 
that since the war ended the government 
insurance department has caught up with 
its work but much of the harm caused by 
the red tape was done while the boys 
were in the trenches. Now that they are 
out of the trenches, the advice seems to 
be to sit tight. 

Of course, government insurance is 
cheap. It has its merits. No danger of 
the company, Uncle Sam, busting up, that 
is financially, but there is no guarantee 





that in the future some incompetent insur- 
ance administration may not punch holes 
in the system and make it undesirable. 

As long as it is run by the government, 
just so long will it to a large extent be 
subject to political control and this is al- 
ways uncertain. 


Is Private Company Insurance Less 
Desirable? 


Despite the wealth of the government 
and its power to pay losses and the assur- 
ance of the companies that the government 
policies are all right, I am not satisfied 
in my own mind that they are as desir- 
able as policies in the standard companies. 
’ I have not had time to make a deep 
study of the government bureau and even 
if it were explained to me by the experts 
in that department I would still mark my- 
self in the doubtful column, as I would 
not be sure that they knew what they were 
talking about. In assuming this position 
I have before my mind the experience of 
the wounded veterans in their efforts to 
obtain the education and‘help not only 
promised but provided for, but prevented 
by incompetency and gross carelessness. 
If this can happen in this department why 
not in the insurance department? 


How the Problem Might Be Solved 


My solution of the problem is for the 
government to go out of the insurance 
business. -Give this insurance to the re- 
sponsible seasoned companies in propor- 
tionate measure. Give each veteran of the 
World War a 20-year endowment policy. 
Let the government pay for the policy. 
The amount need not be $10,000. Say 
half of that amount. In that way each 
veteran at between 40 and 50 years of 
age would receive the face value of his 
policy. It would not be necessary for the 
companies to pay dividends. They could 
make a cheap rate to the government, In 
this way each veteran would know that 
at a certain age he would receive, say, 
$5,000. 

If the veteran wanted to take out addi- 
tional insurance at his own expense he 
would have that privilege. My idea is to 
make this his reward for shouldering a 
gun. It would do away with all bonus 
bond issues. Instead of a cash bonus to 
be expended now the veteran would be 
given a life insurance policy falling due 
at an age when mdst men need money the 
most, or his family provided for in case 
of his death. 


The Soldiers Deserve It 


Of cotirse this would cost the govern- 
ment a pretty penny, but it would be in 
lieu of pensions or other demands; a 
reward for faithful service to Uncle Sam. 
The soldier should not have been charged 
for his life insurance in the first place. 
Why? 

We took him away from his job, put a 
gun in his hands and said, “Here, son, 
you’re going ‘Over There.” You will 
(Continued on page 63) 











oS tent 


















™ 





Bonds and Stocks 








Philadelphia Company 





Big Utility’s Preferred Shares Are Excellent Investments 


Diversified Business and Huge Scope of the Philadelphia Company Assure Earning Power 
—Common Stock an Attractive Speculative Investment 


ROBABLY the feature that con- 
tributes most largely to the success 
or failure of a public utility corpora- 

tion is the business field in which it is lo- 
cated. Unlike most industrial concerns, 
the scope of a utility company is usually 
limited to its immediate vicinity and the 
development and importance of this ter- 
ritory is largely responsible for the devel- 
opment and importance of the company. 


Incomparable District Served 


In this respect the Philadelphia Com- 
pany is without a peer since the Pitts- 
burgh district, in which it operates, is 
the greatest producer of raw materials in 
the world. In this section alone. more 
iron and steel are produced annually than 
in Great Britain and all her colonies, and 
even before the war the output of the 
huge steel-making establishments there 
made the great Krupp plant at Essen, even 
in its palmiest days, sink into relative in- 
significance. 

At the fountainhead of the beautiful 
Ohio, Pittsburgh, “The Mother of Pros- 
perity,” stands distributing its products by 
means of the great network of railways 
radiating from its portals and sends mil- 
lions of tons down the vast waterways 
upon which it is so advantageously lo- 
fated. The three great rivers which tra- 
verse the city provide a water-frontage 
of more than 40 miles and the construction 
of dams on these streams has opened up 
to navigation the great coal and oil fields 
of the western part of the state. It is 
estimated that the river traffic passing 
Pittsburgh will this year exceed, by three 
million tons, the greatest volume ever at- 
tained on the Suez Canal, and will be 
almast three times as much as the record 
traffic on the Panama Canal. 

The Philadelphia Company being lo- 
cated in this great industrial and metal- 
lurgical center, is placed in a position all 
its own and its future development is 
linked with the growth and development 
of the greatest source of raw supplies in 
the world. 

“Pittsburgh is located at the heart of the 
largest and most productive coal field on 
the continent and until the recent discov- 
eries in the Southwest and Mexico were 
made, it was the center of the largest oil 
fields in North America. Near at hand 
are the most extensive and the richest 
fields of natural gas in the world and 
Pittsburgh uses annually in her grates and 
furnaces billions of cubic feet of this nat- 
ural gas, which is piped into the city 
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By J. L. CHEATHAM 


through nearly 6,000 miles of gas lines. 
The abundance of cheap fuel at her 
command and the unexcelled transporta- 
tion facilities have made this city the nat- 
ural center of all those industries which 
depend upon fire and upon easy access to 
supplies for their successful operation. 


History of the Company 


The Philadelphia Company has a unique 
and complicated corporate structure. To 
handle its diversified business the company 
has established numerous subsidiaries 
which operate separately in their respect- 
ive fields, and control by the parent com- 
pany is secured by stock ownership. This 
naturally necessitates carrying on its gen- 
eral balance sheet large quantities of se- 
curities of other companies owned, and 
the property and plant account appears 
relatively small. This, however, is merely 
a bookkeeping method and the securities 
so carried are well backed by actual phys- 
ical assets. 

The company was incorporated by a 
special act of the Legislature of Pennsyl- 
vania in 1871, and its title was changed 
several times until in 1884 it received its 
present name. At its inception the com- 
pany was engaged in supplying natural 
gas for fuel purposes to the cities of 
Pittsburgh, Allegheny and adjacent towns. 
However, later on the scope of its powers 
and functions was enlarged to embrace 
the operation of street railways, electric 
lighting, illuminating gas and fuel com- 
panies, etc., until at present the properties 
of the Philadelphia Company and its vari- 
ous subsidiaries, comprise extensive plants 
and equipment for the production and dis- 
tribution of natural gas, electric light and 
power, and oil, together with the traction 
system of the Pittsburgh Railways Com- 
pany and control of miscellaneous com- 
panies. 


Growth of the Natural Gas Business 


The most important source of income 
at the present time is the natural gas 
properties. 

The only commercially important nat- 
ural gas deposits are those of the Central 
Basin of the United States lying between 
the Appalachian and the Rocky Mountain 
Ranges. Of these deposits the most pro- 
lific thus far developed have been along 
the western slope of the former range 
extending from the Canadian border to 
Tennessee, in which fields the deposits of 
the States of Pennsyl¥ania and West Vir- 
ginia (wherein is situated all of the nat- 





ural gas territory of the Philadelphia 
Company) are by far the most important. 
Natural gas is usually obtained from the 
most elevated portions of distorted folds 
in the gas producing strata, while petrole- 
um often collects lower down. These res- 
ervoirs are usually found covering large 
areas and produce immense quantities of 
gas, but in some cases they are limited 
in area and are quickly exhausted. 


Natural gas is today and has been for 
the past forty years a most economical 
and convenient source of heat, light and 
power. The advent of this gas with meth- 
ods of conveying”*and using it marked 
a new era in the life and progress of the 
nation. However, its introduction into 
commercial use was slow at first, and it 
required several years for its value to be- 
gin to be appreciated. After its value was 
fully demonstrated there was a rush of 
capital, and a large amount of money 
was invested in gas territory, gas wells 
and pipe lines. Then followed a period 
of reckless consumption and appalling 
waste. Not until it was realized that a 
large proportion of our known natural 
supply had been consumed and dissipated 
by the extravagant and wanton methods 
in use, were improved methods adopted 
for holding back the gas in the original 
rock reservoirs. Now a strict supervision 
of these fields is made by governmental 
officials, and every safeguard for protect- 
ing these deposits and preventing waste 
is used. 

The quantity of natural gas is not un- 
limited and its future ‘is already giving 
concern to national, state and city authori- 
ties, as well as those connected with the 
industry. However, the visible supply 
from the present acreage of this company 
should enable the management to supply 
the present needs for some twenty to 
twenty-five years, and with more strenuous 
supervision and control of the output, this 
ideal fuel should continue to supply the 
fortunate ones of this district for many 
years to come. 


The net earnings from the gas group 
have shown a material increase over last 
year and now that the new rates are in 
effect should show still further increases. 
These large earnings are necessary, how- 
ever, since good business will require 
either the purchase of new gas producing 
territory to take the place of exhausted 
sections, or if this is not possible to set 
up a depletion reserve which will redeem 
all investments in gas properties when the 
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supply shall have become exhausted. At 
the present time the company has a large 
reserve acreage upon which it pays an 
annual rental of about one dollar per acre, 
and from this source has a big supply 
available for a number of years. 


Electrical Department Has Greatest Future 


The subdivision, second in importance 
from the present revenue producing stand- 





pass the natural gas group and become 
the foremost revenue producing branch of 
the company. 


Street Railway's Business Poor 
The earnings from the street railway 
subsidiaries of the Philadelphia Company 
have been uniformly poor. While no great 
direct return has been received, neverthe- 
less the street railways are large consum- 














TABLE. 

Preferred Stocks Common Stock 

No. Times Div. Paid Div. Paid % 

Bond Interest % on on New % Div. 

Date Earned Earned 5% Pref. 6% Pref. Earn Paid 
 _ 6,21 86.40 5 — 12.66 7 
1918 ..... 5,51 89,46 5 a 13,01 7 
, ee 4.00 73,49 5 _ 10.83 7 
.. ee 3.44 52.06 5 6 9.91 7 

Dee veces 3,19 48.04 5 6 8.88 5% 
3.82 59.57 5 6 10,28 6 
4.42 70.89 5 6 12,44 7 
1918 ..... 4.27 57.95 5 6 9.96 6 
een 3,99 23.86 5 6 6.48 6 

















point, but first in importance for its fu- 
ture possibilities, is the electrical group. 

The Pittsburgh district is most admir- 
ably suited for the use of electric power. 
The gigantic plants in that territory use 
all the electrical energy the company can 
supply and could easily consume as much 
more were the company able to produce 
it. Its most important electrical subsidiary 
is the Duquesne Light Company. This 
concern owns in fee or controls through 
long term leases or stock ownership vari- 
ous properties which conduct the entire 
central station electric light and power 
business in the city of Pittsburgh and 
throughout the major portions of Alle- 
gheny and Beaver Counties. 

The ‘property of this subsidiary in- 
cludes two of the largest and most im- 
portant electric power plants in this coun- 
try, namely, the Brunot Island Plant and 
the Colfax Power Plant. The latter, when 
completed, will have five machines of 60,- 
000 kw. capacity each, or a total of 300,- 
000 kw., and will be the largest and most 
comprehensive plant of its kind in the 
world. The most modern equipment, is to 
be used in its construction and the cost 
of power will be very materially decreased 
not only because of this equipment but 
also due to the fact that the plant is con- 
veniently located at the mouth of a coal 
mine, and its water supply is easily se- 
cured from the Allegheny River, on the 
north bank of which this plant is situated. 
The installation of two of these Colfax 
units is almost finished, and upon the 
final cempletion of this plant, together 
with the construction of the great dis- 
tributing ring which will completely sur- 
round the district, Pittsburgh and vi- 
cinity will be supplied by the most com- 
plete and most gigantic electrical supply 
system ever constructed by man. The 
éuture earnings from these properties 
should be enormous, and the high load 
factor, the nearness to its fuel supplies 
and the admirable location of the plants 
(all plants having both water and rail 
communication), should give possibilities 
not now dreamed of. The interconnection 
of electrical plants is only in its infancy 
and as yet we do not know the great 
future possibilities of such properties as 
these, but it is safe to say that this elec- 
trical group will, in the not distant future, 
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ers of electric power and in addition have 
contributed materially to the building up 
and development of the district, and these 
factors have undoubtedly’ benefited the 
parent company. This situation should 
not continue since it is only proper for 
the public to pay for the services it re- 
ceives, consequently a suitable return on 
the investment should be allowed. 

If a community wants good street rail- 
way service it must pay an adequate price 
for it. This does not mean that the price 


uct is a demand for that product at a 
price which will pay to produce it and 
this price has to include a reward suffi- 
cient to attract capital and brains into its 
production. 

Pittsburgh has given several advances 
in fares and it is to be expected that in 
time the traction situation will work itself 
to a satisfactory solution. Due to the 
hilly topography of the city the competi- 
tion by the auto-bus is entirely eliminated, 
but this same topography causes an in- 
crease in operating expenses and repairs 
on equipment. 

While the traction situation must and 
will be adjusted, a readjustment and re- 
organization of the subsidiaries furnish- 
ing this type of service will in all prob- 
ability be necessary; but when this situa- 
tion has been properly cleared up, the 
Philadelphia Company should be in a 
much stronger position. New equipment 
in the form of one man cars is expected 
to cut down operating expenses when 
used, and a very attractive contract for 
power with the Duquesne Light Company 
should also enable the company to make 
further headway toward showing net 
profits on the traction lines. 

The oil subsidiary of this company has 
expanded very rapidly during the past 
two years and its present earnings are 
very satisfactory. The current net profits 
from the subsidiary alone are equivalent to 
over 2% on the outstanding common stock 
of the Philadelphia Company, or over % 
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need be high. If the company and the 
community are working harmoniously 
along sound economic lines there will re- 
sult both the quality and the quantity of 
service demanded by the public, and at a 
price as low as possible for that service. 

The law of supply and demand has 


‘never been repealed in spite of the efforts 


of impractical theorists, and it functions 
today just as it has always done. The 
necessary precedent to supply of any prod- 
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of the present dividend 
this junior issue. 

The coal, steam-heating, towing and 
other subsidiaries contribute an ap- 
preciable amount toward the earnings but 
the main benefit to be derived therefrom 
is the convenience to the parent company. 
The management thus controls services 
necessary to the successful operation of its 
chief business or means whereby it can 

(Continued on page 68) 
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Investors’ Indicator of Public Utilities 











a very old sale. 











The dividend rate given covers regular declared dividends on yearly basis. Extra or stock dividends are noted from time to time in 
the comment column on the right, which also summarizes important price-affecting factors. The yield on price is based on regular dividends 
and the last reported sale or bid price before going to press. Latest bid price given in column headed 
A minus sign before carnings column indicates a deficit for the year in dellars per share. 


‘Recent Price’ in preference to 


INTENDING PURCHASERS should 
read all notes carefully and consult 
‘Financial News and Comment.”’ It 
is also well to consult our Inquiry 
Department. 





Earned 
Price Range Pres- Yield Last Fiscal 
1916 to Date Re- ent on Re- Dollars Earned Per Share Year on 
—— cent Div. cent on Recent Remarks 
High Low Price Rate Price 1915 1916 1917 1918 1919 Price 

Ames, T4, & BAS. ..0.ccccccccces 401 110 110 $7 #64 24.6 25.6 20.9 144 18.6 12,4 Gross earnings of subsidiaries shewing 
steady increase. 

Amer, Power & Lt............. ° 70 45 «4°58 4 6.9 4.2 6.4 4.6 4.9 64 11.0 Little affected by poor conditions among 
other public utilities. 

Ames. Pub. Gell... ..ccccccsecece 47 8 9 0 0 3.8 5.3 7.1 —0.6 —12.0 0 Situation semewhat better than a year 
ago. 

Amer. Tel. & Tel.............5.- 135 91 100 8 8.0 9.5 9.8 9.5 9.9 10.0 10.0 Doing largest turnover in history. 

Am. W. W. & El. Ist pfd....... 36 *42 7 16.6 9.5 10.12 12.9 10.7 8.0 19,1 Financing relative to liquidating accrued 
dividends progressing satisfactorily. 

Bkyln. Edison .........s.seeeees 131 83 95 8 84 11.6 11.8 8.8 9.2 10.4 10.9 Business increasing steadily. 

Bklya. Rapid Transit............ 93 8 #1 0 0 7.4 7.5 6.9 5.5 2.0 15.4 Company is attempting to secure higher 
fares. 

Cities’ Service ...........sceeees 488 100 310 6a 1.9 15.2 986.7 60.7 61.6 89.1 12.6 Record year credited for 1920, Due to « 
clerical error last ‘‘Indicator’’ showed 
a minus sign before last three columns. 

Celumb. Gas & Elec.........+.... 6 14 6&9 5 8.5 0.7 2.3 5.8 6.4 6.5 11.0 Increasing its oil operations steadily. 

Gum Ba Bi B Bhicccccccsoseern GF BW @& 0 0 7.4 8.8 5.7 —0.7 7.2 36.0 Is increasing plants and equipments, 

Coens. Gas of N. Y¥.......... oo 145 74 8&7 7 8.0 9.2 9.0 7.1 5.7 4.0 4.6 Court allows increase from 80c. rate to 
$1.20. 

Detreit Edison ........ ceccescoce 149 «©6981 0— 85 8 84 18.7 146 10.38 8.0 9.7 10.2 Stock an attractive investment; recently 
granted higher rates. 

Detreit Unit. Ry. ........ icon BS OB @& 8 8.7 15.7 23.0 14.5 18.0 15.8 17.2 Increased fares te help earnings. FPro- 
posed competitien by City. 

La Clede Gas Lt. ........+050. lig 33 50 0 0 92 112 8.6 4.5 1.3 2.6 Adversely affected by increased cests. 

Maekay Co. .....ccccccccccseces 91 6 6 6 9.5 5.4 6.4 6.0 6.0 6.1 9.7 Affected by sharp competition and pes- 
sible rate war. 

Mentama Pr. ........ secscoconsree ED OS 6G 8 4.7 3.7 8.5 7.0 6.2 4.3 6.7 Operations for current year te reflect 
better conditiens. 

North Amer, Ce. ........-.0e005. 7 #37 «6&8 & 8.5 6.1 7.3 6.0 5.4 8.6 14.6 Subsidiary develeps large coal mine. 

Pure Oil Ce. (Par $25).....-.. ~~ ae eS SG 2 5.0 1.8 2.3 6.1 7.5 5.8 18.8 Formerly Ohie Cities Gas; the eil ep- 
erations show 40% increase ever 1919. 

Pac. Gas. & Elec..........--+-+> 72 #2 564 5 8.3 10.5 9.1 5.6 5.2 5.8 10.9 Treasury positien very streng; just 
granted rate increase. 

Dao, Gel, @ Dllcceccccecceceesee’.  @H OW: @ € oe Ls us 20 —8.6 ° Makes important imprevements, 

People’s Gas Lt. & Coke......... 118 27 4 0 v 8.4 5.4 —0.9 —3.5 0.2 @.5 Unfavorably affected by municipal regu- 
lation. 

Phila. Co. [Pitts.) (Par $50)..... 47 21 4 8 7.5 4.4 6.1 6.2 4.2 3.2 8.0 Oil department in very faverable pesi- 
tion. Earnings shew increases, 

Pub. Serv. Corp., MW. J..........- 137 54 *60 a 6.7 79 11.8 7.9 6.1 1.8 3.0 Gas subsidiary recently increased rates. 

Ta, Ti, @ Thr cccccccsccccasecce 39 ss © 3.0 3.6 69 —8.0 —1.6 Earnings improving. Subsidiary grant- 
ed fare increase. . 

} Be. Gal, Edisom .......cccccccess 91 73 °85 7 8.2 6.7 8.6 8.0 7.4 72 8.5 Rate adjustment te effect high costs. 

Stand, Gas. & El. pfd. ($50)..... 43 34 986 4 i211 3.1 6.0 8.7 3.3 8.0 22.2 Oil subsidiary proving very preftabdle. 
Payment of 18% in common steck in 
1919 cleared up all back dividends. 
Present rate the full 8% im cash. 

Third Ave. Ry.....ccccccccccces 69 8 t.) t,) 4.2 6.0 —10.0 —2.7 —4,3 e Earnings continue unsetisfactery. 

— 

Twin Olty Rapid Transit......... 9 27 41 2% 6.1 6.8 9.2 6.0 2.2 2.6 6.3 Increase of fare te help earnings. 

United Lt. & Ry..........-0---. SS WW 4 Ge 0 2.4 4.4 42 —0.4 6.0 25.0 Upward tendency im earnings. Sub- 
sidiaries’ customers increase. 

United Ry. Inv., pfd..........-- 10 «628 0 0 3.1 3.5 4.5 3.4 3.2 11.4 To benefit by prosperity of subsidiaries. 
Reorganization of subsidiary will 
strengthen company. 

Western Power, pfd........ wine | oe *61 64 98 8.4 9.6 94 11.9 17.8 28.2 Heavy demand for output in this ter 
ritory. 

Western Unien Teleg..........-- 106 88 7 8.0 102 18.6 144 11.6 18.1 4149 Direct service to South America to be 
of great benefit. Earnings good. 

tAlse 8% in stock payable quarterly. {Stock extra 7%. a Paid 12% in stock in 1919, 10% im 1920. »b Omitted last quarterly dividend 
in 1918. cJanuary, 1920, dividend passed. 4d Dividends accumulated 122%. * Bid price, 
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Allied Chemical & Dye Corporation 








Coal-Tar Products the Backbone of the Thriving 
American Dye Industry 


By-Product Ovens, Saving Huge Waste, Are Slowly Displacing Obsolete Methods—America 


WENTY years ago all the coke pro- 
duced in the United States was 
made in beehive ovens. Although 

good coke was made by this process, all 
the other products of coal were wasted. 
About that time it became known that in 
Germany, Belgium, France and England, 
by-product ovens were being used which 
produced equally good metallurgical coke. 
Also, being built on scientific limes and 
on a large scale, they could make it 
cheaper. Of greatest importance, how- 
ever, was the fact that these ovens con- 
served valuable by-products for the dye 
and chemical industries which had for- 
merly been wasted. 

A concern called the United Coke and 
Gas Company was thereupon formed to 
install by-product ovens in America, and 
it made contracts which at once indi- 
cated the great value of these by-products 
because, instead of asking payment for 
patent rights and construction and oper- 
ating expenses, they were content for a 
period of years to take all the tar and all 
the ammonia. 

In the meantime the Barrett Manufac- 
turing Company was also active on some- 
what similar lines, and eventually the two 
concerns amalgamated as the American 
Coal Products Company, and were so 
known until 1916, when the corporate 
name became the Barrett Company. 

Owing to prejudice in favor of bee- 
hive coke in certain influential quarters, 
and to lack of public knowledge of the 
enormous waste of by-products that was 
going on, the building of by-product 
ovens did not become brisk until a few 
years before the war. 


When the Change Came About 


Articles in the press, however, soon 
made it known that the coal resources 
were being rapidly depleted and the 
country as a whole was losing heavily by 
misuse of coal. New and younger men 
also came into the business and the build- 
ing of by-product ovens was greatly 
expedited, with the result that it is now 
possible to state that the quantity of coke 
made in by-product ovens is slightly more 
than the amount now being produced by 
beehive ovens. 

The Carnegie Steel Company has been 
most pro ive in building modern coke 
-oven plants, and at the present time it 
has at Clareton, near Pittsburgh, 830 


May Soon Be Supreme 
By S. K. ELDRIDGE. 


Koppers ovens. It will eventually consist 
of 24 batteries, each with 64 ovens. 

The great advance that is being made 
may be judged from the fact that in 1919 
the by-product coke production was 17% 
greater than 1918. In course of time 
beehive ovens will fall into the class of 
“stand by plants,” and finally disappear— 
a consummation which might well be 
hastened by legislation, as is being done 
in Great Britain. 

The yearly output of coal per miner 








TABLE I.—PRODUCTS 4 Pe PRODUCT 
OVENS IN 191 hte 
Coke (short tons) ... 25,997,580 $198,018, 785 
= (thousands of cu. 
t. 


anette éaneseih 158,358,479 18,699,515 
Tar (gallons) ....... 233, 6,364,972 
Ammonia sulphate 
(pounds) .......... ,808,770 26,442,951 
Light oils (gallons)... 59, 564, "376 29,688,446 


Naphthalene (pounds) 15,890,447 

The amounts of coke, gas, and light ‘oils 
were about 10% more than in 1918 and the 
ammonia sulphate about 20% more. 


TABLE II.—GAS PRODUCTION FROM BY- 
PRODUCT OVENS IN 1918. 
Cu. Ft. % of Total 
210,876,312,000 54.8 


158,358,479,000 41.1 
15, 800,363,000 4,1 


385,035,154,000 100.0 


Used in operation of 
coke ovens ...... 
Used for industrial 
purposes 
Wasted 


TABLE III.—BENZOL a TOLUOL 


PRODUCTION 
Year 1914 1917 1918 
Bénzol .... 3,000,000 38,000,000 44,000,000 
Toluol ..... 600,000 10,000,000 14,000,000 


TABLE IV.—OIL PRODUCTION FROM 
co. IN 1918, 


Crude Light Oils: Gallons 
From by-product ovens ........ ,222,000 
From water gas plant ......... 15,924,000 


From coal gas retorts......... 5,914,000 
Secondary Light Oils: 

From by-pro’ uct ovens 

From water gas plants 























in the bituminous or soft coal mines of 
this country is about 1,000 tons, Govern- 
ment statistics for 1918, showing that a 
total of 615,000 men, working 249 days, 
produced 580,000 tons of coal. They 
would have produced proportionately 
more if they had worked, say, 300 days, 
but there was not sufficient railway 
transportation to take the coal away from 


-the mi 


As to wages, the writer has spoken with 
coal cutting machine men in the mines of 
Illinois who were drawing $12 to $15 a 


THE MAGAZINE OF WALL STREET 


day, and with miners filling coal into 
trucks who drew $10 to $12 a day. Some 
men on the surface got less, but it may be 
fairly assumed that the average yearly 
wage of coal miners of all classes is $3,000. 

The amount of coke and of by-products, 
and also their values, which can be ob- 
tained from coal, are given in the statis- 
tics for 1918, as published by the Bureau 
of Mines (see Table I). 


Utilization of Coke Oven Gas 


When coal is distilled, it gives four 
main products: (1) Coke, (2) gas, (3) 
tar, (4) ammonia. If distilled in by- 
product ovens the coke is the main product 
and the rest are by-products, but if coal 
is distilled in retorts of gas works, gas 
is the main product and coke one of the 
by-products. 

Coke ovens of the latest type produce 
about twice as much gas as is required 
for coking the coal, and a profitable use 
for this gas is for city lighting. Boston 
and Baltimore were amongst the first 
cities to be so lighted, and the plan has 
been adopted with great success in Great 
Britain; for exa.uple, at Middlesboro and 
Sheffield, also in various cities on the 
Continent. 

Table II gives the total production of 
gas made in by-product ovens in 1918 and 
also the way in which most of it was 
used. It will be noticed that about 4% 
of the gas was wasted. 

In the course of time, gas from coke 
ovens and gas producers will take the 
place of natural gas, because the latter 
is being rapidly depleted. Over 95% of 
the world’s output of such gas is produced 
in the United States and about two-thirds 
of it is employed for industrial purposes. 
Apparently, the maximum production of 
natural gas was reached in 1917, because 
there have been heavy declines since then. 
Conservation methods will make this gas 
last longer, but eventually there must 
necessarily be a great increase of manu- 
factured gas to take its place. 

If sufficient by-product coke ovens were 
installed to replace all the present bee- 
hive ovens in the country, the “natural 
gas equivalent” of gas made in such by- 
product ovens would be about 78,000,000,- 
000 cubic feet per annum. Of this amount 
the states of Pennsylvania and of West 
Virginia represent about 77%, and assum- 
ing the value of the gas at only half a 
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dollar per thousand cubic feet, it means 
that the beehive ovens in those two states 
are now wasting annually over $30,- 


Coal Tar Was Once a Nuisance 


Besides its carbon, bituminous or soft 
coal also contains a considerable amount 
of volatiles and of combined nitrogen. 
It is the storehouse of riches accumulated 
from the vegetable kingdom, millions of 
years ago. 

In the early days of gas lighting, the 
tar produced at city gas works was a 
nuisance. Nobody knew what to do with 
it. Its persistance in remaining tar and 
leaving traces on whatever it touched 
made it difficult to dispose of; if dumped 
on land, it spoiled the ground, and in 
water it killed the fish. 

It is, therefore, very wonderful and 
quite a romance of waste utilization and 
of applied chemistry, that the great coal 
tar industry, worth millions of dollars 
annually, should have arisen from such 
an unpromising residual as tar. Tar 
paints and waterproof coatings were 
amongst the first uses, and tar roofing felt 
was a natural step from this. Today 
roofing felt is made by the mile in high 
speed machines, which saturate two- and 
three-ply felt and make it into finished 
roofing felt, packed complete in the same 
machine with cement and nails. 

Creosote oil was an early product from 
tar, and was first made in New Orleans 
for treating wooden piles for use along 
the Gulf coast, to protect them from the 
teredo. Out of this has grown a tre- 
mendous business for treating railroad 
ties, telegraph poles, trestles, piles and 
dock timber. 

The diagram accompanying this article 
indicates a few of the principal products 
obtained from coal tar. It would be im- 
possible to show them all, and new sub- 
products are being constantly added. 
Almost every industry makes use of the 
by-products of coal, and certain indus- 
tries are entirely dependent upon them, 
as, for example, industrial chemicals, 
aniline and other dyes, explosives for war 
and peace, and fertilizers. 

Refrigeration depends largely on am- 
monia derived from coal, and the mining 
industry uses large quantities of cyanides 
obtained from coal. 

The ammonia obtained from coke ovens 
is transformed by distillation into con- 
centrated ammonia liquor, containing about 
18% of ammonia, and as such it is used by 
manufacturers of soap and alkalies. It 
is also made into ammonia sulphate, for’ 
which there is an unlimited market:as a 
fertilizer. 

The sulphate ammonia business of this 
country is practically all in the hands of 
the Barrett Company, and it is one that 
must grow as the Chili nitrate deposits 
become worked out and farmers become 
more appreciative of artificial fertilizers. 

The new chemical merger—the Allied 
Chemical & Dye Corporation—has a very 
valuable asset in the Barrett connection 
because of its being the oldest in the coal 
tar by-products business in this country. 


Benzol and Toluol Are Very Valuable 

The gas from coke ovens contains 
benzol, which is usually removed because 
it is a motor fuel. It began to he gener- 
ally used in the United States for motors 
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about two years ago, and in six months 
was in. such demand that it could not be 
produced fast enough. The amount of 
benzol that can be produced is, of course, 
small compared with gasolene, but at the 
same time its success has been sufficient 
to attract the attention of those who are 
concerned in gasolene. It is quite on the 
cards that attempts may be made to con- 
trol the supplies of other motor fuels. 
Toluol is well known as the base of the 
powerful explosive TNT or tri-nitro- 
toluol, and during the early part of the 
war, by-product coke ovens were actually 
built in Great Britain with the main object 
of obtaining more toluol for making ex- 








TABLE V.—U. 8S. DYE PRODUCTION IN 
1918 AND 1919,* 


1918 1919 

Lbs.: Lbs. 
Output of all dyes ... 58,000,000 63,000,000 
Basic dyes .......... 3,000,000 4,000,000 
Direct dyes ......... 12,500,000 14,500,000 
BOS GED  occcccecte< 8,000,000 14,000,000 
Sulphur black dye.... 12,250,000 14,250,000 
Synthetic indigo dye. 3,083,800 8,863,800 


*Approximate, 


. 




















plosives. Table III gives some idea of 
how the production of these two products 
has grown in the United States. The 
figures are in gallons. 

The distillation of tar gives five minor 
groups, namely, (1) light, (2) middle and 
(3) heavy oils; (4) refined tar, and (5) 
pitch. 

When tar is distilled, the lower boiling 
portions vaporize first, and when con- 
densed give a rough grouping of the 
constituent substances corresponding with 
their vaporizing or boiling points. For 
example, from the first portion of the oil 
distilled from tar, benzol is obtained by 
redistillation. Some of the substances 
distilled from tar are solids at ordinary 


chemical industry than any other. A 
German chemist called Hoffman, with 
whom: he was working, went home and 
helped very materially to build up the 
German industries in dyestuffs and phar- 
maceuticals. By 1914 three German 
chemical concerns monopolized over 75% 
of the world’s trade in dyestuffs, and the 
fortunes so built up helped materially to 
make the junker Germans the impossible 
persons they had become before the war. 

Middle oils produce carbolic acid, which 
gives phenol and creosol, and from phenol 
are obtained further dyestuffs, phenati- 
cine, aspirin, etc. Crude naphthalene is 
also obtained, and this gives further dye- 
stuffs and that remarkable color indigo. 
For many years India produced most of 
the indigo, and in 1897 nearly a million 
acres were growing indigo plants, and the 
crop was valued at about $20,000,000. 
The process of manufacturing indigo 
from coal tar was only perfected. after 
seventeen years of patient research and 
an expense which has been estimated at 
$5,000,000. It gave the Badesche Anilin 
und Soda Fabrik a world monopoly of 
this valuable dye until last year, when it 
was produced in this country. 


Growth of the Dyestuffs Industry 

In August, 1914, seven factories in the 
United States were engaged in the dye 
business, but they were mostly assembling 
plants for German made dyes and inter- 
mediates. At that time two or three 
German firms supplied all the dyes to tex- 
tile and other American industries which 
employed two million men and women 
and turned out $3,000,000,000 worth of 
goods. It is estimated that the livelihood 
of ten million people in the United States 
depended on those German dyes. 

When the Allied blockade had closed 
the market to German colors, a compara- 








TABLE VI.—ANALYSIS OF U. 8S. DYE 


Aniline Dyes 
Country Value 
July August 
DRNNED  wocccccencecvecns 5 , 











EXPORTS IN LAST TWO MONTHS. » 
Logwood Extract All Other 
Value Values 

July August July August 
$3,675 557 $1,500 $9,000 
61,543 57,581 82,695 19,756 
87,412 88,969 41,478 9,697 
21,845 4,670 10,096 19,320 
27,012 3,462 13,225 3,500 
382 130,759 213,377 145,956 
16,716 17,747 184,261 78,756 
298 428 906 5,664 
eweete 8 8° eeewes ‘ 446 19,274 
eeesee 84 192,960 180,334 
eeecee «= s obo 61,952 34,956 
epesse = 4. eas 6,628 28,474 
aneere 3,000 65,750 8,774 














temperatures, and these are separated 
from the portion of the distillate contain- 
ing them by allowing the oil to cool, when 
the solids settle out. Naphthalene is an 
example. 

Light oils produce benzol, toluol and 
naphthas, and from the last named is 
obtained a large number of synthetic 
products, which form the basis of dyes and 
pharmaceuticals. 


Coal Tar Dyes 

Aniline is a principal product from 
light oils, and from it are obtained the 
various aniline dyes, so-called, to dis- 
tinguish them from other dyes obtained 
from coal tar. Mauve was the first 
aniline dve, and it was discovered by the 
late Sir William Perkin in 1856, when he 
was looking for quinine. This discovery 
has probably done more to advance the 
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tively small group of chemists set to 
work to establish a real dyestuffs indus- 
try in this country. In six years they have 
built up one, which already shows prom- 
ise of taking the lead; for the major por- 
tion of the domestic market is now being 
supplied and considerable quantities of 
dyes are already being exported to Europe 
and the East. 


Tables IV and V give some idea of the 


recent progress of the dyeing industry in 
the United States. 


Dye values are high, as seen by the fact 


that the production in 1919, namely 63 mil- 
lion pounds, was worth 67 million dollars 
or just over a dollar per pound. Also the 
value of 8,863,820 pounds of synthetic in- 
digo produced the same year was $5,233,- 
720 or about 60c. per pound. 


(Continued on page 67) 
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The Story of Sulphur 


Three Companies in the United States Now Dominate World Market—How the Frasch 


Method Works 


By E. KILBURN SCOTT, Consulting Engineer. 


ULPHUR is a yellow, brittle acid- 
forthing substance found in abundance 
in the native state in the neighborhood 

of active and extinct volcanoes, the princi- 
pal mines being in Sicily, the States of 
Louisiana and Texas, and in Japan. 

Besides being mined in its native state, 
sulphur is also obtained from pyrites, 
which is a trade name for a number of 
sulphur bearing minerals. The two most 
common of these are pyrite, containing 
53% of sulphur, and marcasite, containing 
47%. Another variety called pyrrochotite 
contains 40% of sulphur and 60% of iron. 
Some ores of copper, lead and zinc also 
contain enough sulphur to make their 
utilization profitable. 

The following are some of the uses for 
sulphur: For rubber, pure sulphur is used 
for hardening or vulcanizing; soft rub- 
bers require 2% to 3%, and harder grades 
increasingly larger amounts; for sulphur 
dyes it is used in large amounts, especially 
for sulphur black color; for disinfectants 
and fumigants, sulphur is much used and 
it is also employed as a fungicide or 
germicide in plant life; sprays and animal 
dips have sulphur as a principal ingredi- 
ent and it is largely used for making cat- 
tle and “sheep dips; for bleaching textile 
fabrics, especially cotton, and for bleach- 
ing oats and malt, sulphur is largely em- 
ployed; for beet sugar manufacture sul- 
phur is burned to sulphur dioxide gas; 
and for photographic work. 


Consumption of Sulphuric’ Acid 


The second most important use for sul- 
phur is to form calcium sulphate to make 
paper pulp, especially newsprint. For this 
purpose sulphur is burned into sulphur 
dioxide, which is passed into digesters in 
which there are wood chips and lime and 
water. The gas and the calcium of the 
lime combine to form calcium sulphite and 
this chemical disintegrates the wood chips 
and at the same time coagulates the resins 
of the wood so that they can be skimmed 
off. 

Canada is a large purchaser of Ameri- 
can sulphur for this purpose, the present 
export being about 300,000 tons a year, 
which promises to increase as more paper 
pulp factories are started up. It is esti- 
mated that the total world’s consumption 
of sulphur for making calcium sulphite is 
about 450,000 tons. In Europe a certain 
amount of pyrites is used for making 
calcium sulphite but it is not so good as 
crude sulphur because the gases from the 
pyrites are apt to form black specks on 
the finished paper. 

In 1913, the American production of 
sulphuric acid was 3,013,000 short tons 
and in 1919 it was 5,500,000. At the pres- 
ent time the consumption in the eastern 
part of the United States is normally 
about 240,000 tons a month or over 
4,500,000 tons a year. 
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Table I shows the industries in which 
it is consumed and the approximate quan- 
tities in tons used per month. 


Geological Formation of Sulphur Deposits 


The bulk of the crude sulphur produced 
in the United States is obtained from 
three mines in the States of Louisiana 
and Texas and to properly understand 
what follows it will be well to describe the 
geological formations. 

The ground under which the sulphur is 





HERMAN FRASCH. 


The remarkable practical engineering 
genius and persistence of Herman Frasch 
caused sulphur to be melted 1,000 feet 
below the ground and pumped to the sur- 
face. He was the first to produce sulphur 
of 99% purity and he put an end to the 
monopoly enjoyed for hundreds of years 
by the historic deposits of sulphur in 
Sicily. 


found usually rises in a dome about 20 
feet above the surrounding plain and this 
dome persists down through the various 
strata to the sulphur bed, 1,000 feet below. 
The strata usually consists of top soil, 
gumbo, sands, gravel and a layer of lime- 
stone which is called “cap-rock” and which 
is generally about 100 feet thick. 

This cap overlies great quantities of 
free sulphur mixed with limestone or 
calcium carbonate and some gypsum which 
is calcium sulphate. Apparently the sul- 
phur occurs in stringers or lenses which 
traverse the bed irregularly. 

Below the main bed of sulphur the 
proportion of limestone decreases and for 
several hundred feet there is gypsum 
mixed with some sulphur and a little lime- 
stone. Finally there is a massive layer of 


gypsum resting on a bed of salt of un- 
known thickness. 

One theory of the formation of ‘the sul- 
phur is that the gypsum has been decom- 
posed by micro-organisms into calcium 
carbonate or limestone, thus leaving the 
sulphur free. It is known that certain 
micro-organisms produce sulphur as one 
of the products of their life activity and 
it is thought that in this way the deposits 
in Louisiana and Texas have been 
formed. Another theory is that petro- 
leum oils or bituminous materials have 
reacted with the calcium sulphate to pro- 
duce the lime rock and sulphur on top of 
the gypsum layer. 

The first underground deposit of sul- 
phur and gypsum was discovered in Cal- 
casieu Parish, Louisiana, at a depth of 
1,000 feet, but all attempts to get the sul- 
phur to the surface failed because of a 
deposit of quicksand about 500 feet thick 
that lay above it. After several Ameri- 
can companies and Austrian and French 
companies had tried it was given up as 
hopeless. 


The Frasch Method of Mining Sulphur 


The problem of getting sulphur out of 
the ground was, however, solved in a very 
novel way by the well-known chemist 
Herman Frasch. It will be of interest to 
trace his career in some detail. 

Herman Frasch was born in Germany 
and came to the U. S. A. in 1868, to take 
charge of a chemical laboratory at the 
Philadelphia College of Pharmacy. At 
the age of 24 he evolved a process for 
refining paraffin wax which was very suc- 
cessful and in 1886 he solved the problem 
of removing sulphur from the oils of Ohio 
and Canada by means of copper oxide. 
This process wes purchased for a large 
consideration by the Standard Oil Com- 
pany and its exploitation had much to do 
with the phenomenal success of that com- 
pany in its early days. 

The large fortune made by these patents 
enabled Frasch to then undertake his most 
important work, namely, the development 
of sulphur mining in Louisiana, and by 
1890 he had worked out a process for 
melting sulphur in situ in the ground and 
then dumping the melted sulphur to the 
surface. By many scientists and engineers 
the idea was considered Utopian, but 
Frasch persisted with extraordinary dili- 
gence and finally proved that his scheme 
would work. 

The system consists of drilling a hole 
through the overlying deposits of sand, 
etc., to the bottom of the bed of sulphur. 
The hole is then cased with 10-inch diam- 
eter pipes in which there are three other 
pipes, one within the other, as shown in 
Figure 1. Water heated to 167°C. 
(332.6° F.) under a pressure of 100 pounds 
is sent down the well through a 6-inch 
pipe and it melts the sulphur and forms 
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a pool at the bottom. Heated compressed 
air is also sent down a one-inch tube and 
the sulphur is raised to the surface through 
the 3-inch pipe by the pressure of the 
column of hot water combined with that 


steam boilers and pumps, etc., had to be 
installed to provide the necessary steam. 
To do this work, the Union Sulphur Com- 
pany was organized by Herman Frasch, 
H. McK. Twombley, A. H. Hewitt, E. 








FREEPORT TEXAS COMPANY CONS, INCOME STATEMENT. 


(Six Months to May 31, 1920.) 
Earned Surplus November 30, 1919 ............ 


Inoome for Period 


Reserved for Depreciation ..............ssee+s 
For Depletion of Natural Deposit ..... 


Taxes Paid 


CONS, BALANCE SHEET. 
(May 31, 1920.) 


Assets: 
DE vcssgageeebassesecsn $37,265,253 
DEE cosceencecceseueenee 119,519 
Furniture and Fixtures ......... 36,825 
SE SEED covceccsbececeees 3,627,814 
Deferred Assets ..........+s0005 715,920 
TE cckicccccccccuccenccscesd $41,765,331 





dénoceaeouden danentuiscecadshatenhe $4,599,561 
eednens bo ngn 6beebecueveeduectuabiban 738,493 
$5,338,054 

eee ne See ae Lr $130,223.20 

wineéinesseqeensbaleds 358,201.20 
baseeentddesnntbeneted 50,191.53 538,615 
btbedvawheesneahsadbawestaaieetews $4,799,438 

Liabilities: 

I oa 06 al veodeneel $3,500,000 
Current Liabilities .............. 2,366,500 
Accrued Value Deposits ......... 28,972,926 
DT tchebdencentatetveonnes 1,869,349 
SE NEED ccccgeccecevccnsd 4,779,439 
WURME. ccccccccccce eeccccecesd $41,765,332 


*500,000 Shares, no par, @ $7. 

















of the compressed air. A series of strain- 
ers at the bottom of the pipe prevents 
earthy material from being forced upward. 
The distributing pipes for conducting the 
hot water to the various wells are heavily 
insulated to conserve the heat and the 
outer installation is protected by galvan- 
ized iron jackets. 

The sulphur is ejected at the surface 
with considerable force and it is run into 
bins built up of hardwood planks. These 
bins vary in size, but one 140x100x50 
feet will contain about 30,000 tons of sul- 
phur. As the sulphur accumulates, planks 
are added so that they are always about 
2 feet above the sulphur line. The melted 
sulphur is delivered at about the centre 
of the bin and congeals as it flows toward 
the edge. 

The sulphur is always 9914% pure, the 
slight impurity being ash from decomposed 
gypsum. When it first issues from the 
ground it is of a muddy brownish color, 
and this changes as the temperature falls 
to a distinct grape juice color, then a 
wine red, and later a maple sugary effect, 
finally, in a few hours, becoming the true 
sulphur yellow. 

After the bin is completely filled, the 
planks around the edge are taken down, 
leaving the block standing unsupported. 
The sulphur is then broken up by explo- 
sives and a locomotive hoist which pro- 
pels itself along the track leads it into the 
waiting cars alongside. The bucket of the 
hoist takes two tons at a time. When the 
sulphur has to be loaded into steamers, 
open cars are used, and one of these can 
be filled in about ten minutes. The sul- 
phur is transferred to the ship’s hold by 
being dumped into a hopper from which 
an inclined conveyor delivers it into a 
chute, a continuous stream of sulphur 
thus passing into a vessel which, there- 
fore, can be loaded in a very short time 
and with very little labor. 


The Union Sulphur Co. 


The success of the Frasch process de- 
pended upon very bold engineering and 
finance, because it had to be carried on a 
large scale if at all. Several bore holes 
had to be put down before the sulphur was 
located and then a large equipment of 
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D. Edward Copper and H. L. Severance. 

In the course of a few years several 
hundred wells were bored, large batteries 
of boilers erected and a railroad built to 
carry the sulphur to the docks at Sabine 
Pass. By 1903, the mines had produced 
33,000 tons and in 1905 enough sulphur 
was obtained to supply the entire require- 
ments of the United States and ‘also to 
export some. Six wells on a two months’ 
run delivered 122,000 tons of sulphur, 
which was then more than the entire 
world’s consumption. 

The process has been improved from 
time to time and now a single well will 
usually deliver 500 tons of sulphur a day 
and as much as 73,000 tons has been 





The Union Sulphur Co. has always been 
a close corporation and for many years 
enjoyed extraordinary prosperity. The 
stock sold as high as $20,000 a share and 
it is interesting to note that the wealth 
of the company came out of an area of 
less than 10 acres, of the total of 59 acres 
owned by the company! 

Table II will give some idea of the 
productions and of the profits made by 
Union Sulphur. The figures were dis- 
closed in a suit commenced in May, 
1920, in an effort to reduce the assess- 
ment of the company from $31,000,000 to 
$12,000,000. 

For nearly 18 months»now the mines of 
the Union Sulphur Company have been 
closed and shipments of sulphur have 
been made from the large stocks that 
have been accumulated above ground. It 
is estimated that at one time this stock 
was nearly 2,000,000 tons, whereas now it 
is below 500,000 tons. Another reason for 
the suspension of operations was that the 
men went on strike to try and get their 
union recognized by the company. Stil} 
another reason was that the State of 
Louisiana decided to levy a property tax 
on the accumulated stock of sulphur above 
ground. 

The Freeport Sulphur Company 


The Union Sulphur Co. had control of 
the Frasch method of mining until 1912, 
when the Freeport Sulphur Co. was or- 
ganized by F. A. Vanderlip, James Still- 
man and Samuel McRoberts of the 
National City Bank; E. P. Swetson, S. 
Tilgham, E. Hawley, F. Q. Brown, R. 
T. Wilson, John Hays Hammond and A. 
Chester Beatty. 

The mines of the Freeport Sulphur Co. 
are located at Freeport in Brazoria 
County, Texas, at the mouth of the 
Brazos River, on the Gulf of Mexico 
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obtained from one well before it gave 
out. By 1912 the Union Sulphur Co. 
had 130 boilers at work having a total 
capacity of 25,000 hp. They are fired 
entirely with oil fuel, each battery taking 
700 barrels of oil a day. 
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The mines are situated at tidewater and 
have a deep water harbor immediately 
adjacent from which shipments by deep 
sea vessels are made. Distribution can 
also be made to any part of the United 
States by rail. 
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The sulphur deposit underlies one of 
the domes of the costal plain known as 
“Bryan Heights,” the crest of which is 
only 23 feet above mean low tide. The 
discovery of the sulphur was made while 
prospecting the dome for oil, some of the 
oil fields of the Gulf Coast having been 
found under similar mounds. The sul- 
phur lies under about 530 acres, but the 
company owns 8,677 acres, the extra land 
being used for water storage, townsite, 
and railway terminal. 

The plant of the Freeport Sulphur Com- 
pany is a fine example of engineering con- 
struction. It contains boilers capable of 
developing 23,000 h.p., the energy of 
which is devoted to heating the immense 
volume of water needed for melting the 
sulphur underground. The boilers are 
housed in buildings of steel, brick and 
concrete, and they are all fired with oil. 
The plant never stops working day or 
night, spare boilers being provided to 
take the place of those that are laid off 
for cleaning and repairs. 

The sulphur is of very great purity, an 
analysis of C. Tennant Sons & Co. of 
October 16, 1919, showing 99.92% with 
no insoluble matter, arsenic or selinium. 


Freeport Texas Company 


In September, 1913, the Freeport Texas 
Company was started by the same group 
as the Freeport Sulphur Co. It is purely 
a holding company, its subsidiaries being 
the following (with date of incorporation 
and capital stock) : 

Freeport Sulphur Co., 1912, $200,000; 
Freeport Terminal Co., 1912, $10,000; 
Freeport Townsite Co., 1912, $20,000; 
Freeport Water & Ice Co., 1912, $5,000; 
Freeport Sulphur Transportation Co., 
1916, $25,000; Freeport Gas Co., 1918, 
$50,000; La Esquela Co. (an oil company 
in Mexico), 1920, $250,000. 

The Freeport Texas Co. also owns 
$12,000 of the outstanding $24,000 capital 
stock and $79,000 of the outstanding 
$420,000 bonds of the Houston & Brazos 
Valley Railway Co. There is also a com- 
pany maintained in France for the sale of 
sulphur in Europe, of which the Freeport 
Texas Co. holds 500,000 francs of the 
capital stock. 

The Freeport Terminal Co. owns 630 
acres of valuable water-front property 
situated on the western bank of the Brazos 
River and is a ballasted heavy-rail, single- 
track railroad, between two and three 
miles in length, connecting with and oper- 
ated by the Houston & Brazos Valley 
Railway, and extending to the sulphur- 
loading docks. The Freeport Townsite 
Company owns 1,110 acres on the western 
banks of the Brazos River, of which 417 
acres have been subdivided into 115 blocks 
consisting of 4,471 lots. The Freeport 
Light, Water & Ice Co. owns water works 
and an electric light distribution system in 
Freeport, electricity being purchased from 
the Sulphur Co. The Freeport Sulphur 
Transportation Co. owns and operates two 
tank steamers, one cargo carrier, one 
ocean-going tug and two bulk oil carrying 
barges, all of which are equipped to burn 
fuel oil. 

The Esquela Co. has valuable oil prop- 
erties near the Panuco River in Mexico, 
and at the present time is turning out 
3,000 barrels a day, which are used for 
raising steam for mining the sulphur. This 
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mining requires 4,000 barrels, so the bal- 
ance has to be purchased outside. It is 
the intention of the company to continue 
to develop its oil wells until they can 
supply all of its requirements and then 
sell excess quantities in the open market. 

The harbor of Freeport is landlocked, 
and therefore safe in all weather. 

The Government has expended large 
sums in its improvement. A channel 25 
feet deep admits the largest coastwise 
vessels and there is deep water alongside 
the Freeport Texas Company’s properties. 

The Freeport Texas Co. was originally 
organized with an authorized capital stock 
of $1,055,000, divided into 10,440 shares, 
par value $100, all shares being issued at 
par. 

Since then the following increases have 
been made (gll shares being of $100 par 
value) : 

Amount of Total Author- 


Date Increase ized Issue 
Oct. 15, 1913.... $456,000 $1,500,000 
April 23, 1914... 500,000 2,000,000 
Oct. 5, 1916.... 1,500,000 3,500,000 








TABLE I.—INDUSTRIES USING SUL- 


PHURIC ACI. 
Tons per 
month* 
ee SIE. occ ccccceccscees 7,500 
A ETL PT 109,400 


Chemionle and drugs, including nitric 


acid, hydrochloric acid, ammonium 

MED .ne¢ssndstuessseeqenste ste ,600 
OE SED. Ganddesnttecscennniseses 28,700 
Steel pickling — galvanizing....... 36,200 
“oo textiles, tanning, rubber, anes 
Paints, " Lithepene, dyes, glue, glyc- it 
Storage batteries, ‘metallurgical work. 4.700 








*Basis 100% H, 80,. 
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TABLE Il.—UNION SULPHUR COMPANY. 
Corporation taxes, 
Pro- Net proper- Federa] income 


duction ties before and excess 

in tons income taxes profit taxes 
1908 367, a )6=——=<Csést nrc 
1909 270,225 8,150,000 $31,127 
1910 246,510 8,326,480 32,858 
1911 204,220 8,070,765 30,456 
1912 786,625 4,285,792 42,195 
1913 478,565 4,111,092 45,978 
1914 304,470 4,084,846 38,714 
1915 $70,885 2,669,712 82,838 
1916 $83,465 6,613,842 130,192 
1917 576,130 8,872,146 2,669,442 
1918 978,700 18,083,265 5,711,360 




















On May 7, 1917, the authorized share 
capital of the corporation was again 
changed to 500,000 shares without nomi- 
nal or par value, issued in exchange for 
and upon the cancellation of the 35,000 
shares of $100 par value, at the rate of 
14 2/7 shares of new stock for each share 
of old. 

The company has no bonded or other 
indebtedness, except for current expenses, 
and there is no mortgage or other lien 
or charge upon any of its property or 
franchises. 

On November 30, 1919, the net assets 
applicable to 500,000 shares of stock were 
$8,580,155 or about $17 a share, which 
does not include value of sulphur in 
ground, which is estimated at over $29,- 
000,000. On its capital stock varying as 
shown above, the company has paid the 
following dividends per share: 1915, 10%; 
1916, 40% ; 1917, 20%; 1917, $4.50; 1918, 


$3; 1918, $4. No dividends have been 
paid thus far in 1920. 

The Union Sulphur Co. brought an 
action against the Freeport Co. for in- 
fringement of patent rights for mining 
sulphur but lost the case. 

At the present time the Freeport Texas 
Co. may be said to be in a fairly good 
position. Its mining and engineering 
equipment have been well-maintained and 
the company has valuable properties in 
Mexico, producing oil for its own use, 
and also owns two tankers for the trans- 
portation of fuel oil besides other proper- 
ties. The six months’ report of the Free- 
port Texas Co. for the period ending May 
31, 1920, showed gross income before 
taxes and depletions of $738,493 or $1.47 
a share, which is at the rate of $2.94 per 
share annitally. The balance sheet as of 
May 31, 1920, shows total assets amount- 
ing to $41,765,331, and after deductions 
there remains $37,708,004 applicable to the 
500,000 shares of capital stock, which is 
equivalent to about $75 a share. 

Taking the present share market price 
at 21, the entire capitalization of Freeport 
Texas would be valued at $11,000,000, 
compared with an official valuation of over 
$28,000,000 for its sulphur deposits alone. 
If 50% is*deducted from the company’s 
own figures, the stock still shows a book 
value of about $37 a share. 

The longevity of the mine may be found 
by dividing the amount of sulphur re- 
serves by the yearly production of 400,000 
tons, which gives the property a life of 
42% years. 


Texas Gulf Sulphur Co. 


During the late war, the War Industries 
Board became concerned as to the supply 
of sulphur for munitions and at its request 
a group of men bought up and started to 
develop a deposit of sulphur in Mata- 
gorda County, Texas. 

A. H. Aldrige, Theodore Schultz, H. F. 
J. Knoblock and associates formed the 
Texas Gulf Sulphur Co. and commenced 
to supply sulphur about two months after 
the armistice had been signed. Having 
spent a great deal of money in developing 
the mine it was necessary to immediately 
find an outlet for their product. 

During the war, the Government fixed 
the price of sulphur at $22 at the mines 
of the Union Sylphur Co. and the Free- 
port Texas Co., and this price was main- 
tained for some time after the armistice. 
The first break in price was made when 
the Texas Gulf Sulphur Co. started de- 
livery of sulphur about two months after 
the armistice. This new competitor 
dropped the price to $18 at the mines and, 
about a year ago, dropped the price again 
to below $15. It has since recovered to 
$16. 

The Texas Gulf Co. has not paid any 
dividends and has not issued any balance 
sheet to its shareholders. Interests asso- 
ciated with the company believe that the 
price of sulphur is now as low as it should 
go because it was one of the first com- 
modities to discount peace conditions. 

It is very unlikely that any other com- 
pany will commence mining sulphur by the 
Frasch method, even if another suitable 
deposit should be found, for the reason 
that the present mines can supply the 
demand and also because the Frasch 

(Continued on page 59) 
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Royalties in Mining Leases 


Chapter VII of the Series “Business Principles Applied to Mining” — Comparison of “Flat” 
and “Sliding Scale” Royalties—Marketing the Product 


L. pe tnyenin is a valuable feature of 
any contract. Hence a fixed royalty 
on all proceeds from the sale of ore 
produced by a lessee has an advantage 
over a sliding-scale royalty in that it is 
easier to calculate. With a fixed royalty 
there is less opportunity for a misunder- 
standing in determining the royalty, and 
there is no temptation for the lessee to 
adjust the grade of the shipment with the 
view of gaining the advantage of a lower 
royalty in case the average grade is known 
té'be near the dividing line between two 
stipulated royalties in the sliding scale. 
For example, if the royalty changes from 
10% to 20% when the average value of 
the product changes from $10 a ton to 
$10.01 a ton, and the product is averaging 
around $11 a ton, the lessee will be tempted 
to mix enough lower grade material with 
his product so as to obtain for shipment 
material averaging a little under $10 a 
ton. This may be to the advantage of the 
lessee under the terms of his contract, 
but the chances are that the 
practice is not gaining the 
greatest commercial advan- 
tage from the standpoint of 
efficient mining. In_ this 
case, a flat royalty of 20% 
would be conducive to bet- 
ter mining practice, and in 
all probability the operations 
would result in greater ulti- 
mate profit to all parties 
concerned, because maxi- 
mum mining efficiency and 
maximum profit for lessee 
would be one and the same 
thing. 
When Sliding Scale Royal- 
ties Are Best 

When the mine is known 
to produce ore which is 
variable in character and 
value, then the lessor’s in- 
terests are better protected, 
and the lessee’s opportuni- 
ties for speculative profit on ; 
rich deposits are not eliminated, with the 
royalties on a sliding scale. For example, 
I once secured a lease wherein the royalty 
clause stated that I agreed “to pay to the 
lessor as royalty or rent for said premises 
10% of the gross amount received from 
the sale of all ore taken from said prem- 
ises, after deducting railroad freight and 
smelter charges, within 10 days after the 
receipt of the return thereof by the lessee, 
which shall average less than $30 a ton; 
15% on all ore so averaging more than 
$30 and less than $45 a ton; 20% on all 
ore so averaging more than $45 and less 
than $50 a ton; and 25% on all ore averag- 
ing over $50 a ton.” 

Another example is that of a property 
which was operated on a leasing system 
involving from twelve to fifteen sets of 
lessees, each set of lessees operating in a 
different block of ground, and each hav- 
ing an opportunity to open pockets of rich 
ore. Here the average assay value of 
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By HARRY J. WOLF 


small shipments often approached $1,000 
a ton, and in view of the fact that the 
main shaft had been sunk and equipped at 
the company’s expense, it was proper that 
the lessor company should have a reason- 
able share in the profits derived from the 
discovery of rich ore found by lessees 
whose expenditure for development work 
was relatively trivial. 

In this case the royalty scale started at 
10% on the net proceeds from ore re- 
turning $10 or less per ton, and then in- 
creased in multiples of 5% uhtil the maxi- 
mum royalty reached 70% of the net pro- 
ceeds on ore that returned $1,000 a ton. 

The corresponding scale of ore values 
was so designed that the lessee would 
have nothing to gain by diluting his ore 
with waste rock for the purpose of secur- 
ing settlement at a lower royalty than the 
scale specified. 

The Right to Inspect the Property 

Where small leasing operations are 
likely to result in damage to the property 


the lessee the right to sublease to others, 
or to assign his lease. In some cases 
subleasing or assignment would be ob- 
jectionable because the property might 
fall into incompetent or unfriendly hands. 
However, a multiplicity of lessees may be 
advantageous in some properties, as 
where the chief object is to obtain a 
maximum development work for the mini- 
mum expenditure on the part of the les- 
sor, and if the property is safeguarded by 
proper specifications as to how the 
lessees are to do their work. 

Who Should Market the Production? 

A mining lease should state whether the 
product is to be marketed in the name 
of the lessor or lessee. If the lessee’s in- 
terest in the property is relatively small 
as compared to that of the lessor, and 
particularly if the lessee’s financial re- 
sponsibility is limited, and if he expects 
to purchase supplies or power from the 
lessor, or pay to the lessor a hoisting or 
haulage charge, then it ,is good business 

for the lessor to stipulate 








General view of the Stanley surface plant, a well-known mining 
property in Colorado. 


as a workable mine, unless specifications 
as to the manner of working are fully 
complied with by the lessee, then the les- 
sor usually reserves the right to inspect 
the property at regular intervals in order 
to determine whether the lessee is living 
up to his contract. 

Every mining lease should contain a 
paragraph setting forth the conditions 
under which the lessor shall have the 
right to declare a forfeiture of the lease. 
Good reasons for declaring a forfeiture 
are any of the following: Failure to com- 
mence work on the date stipulated; doing 
less work than agreed upon; failure to do 
work in a workmanlike manner; failure 
to pay royalties promptly under any ar- 
rangement whereby the product is mar- 
keted in the name of the lessee; or, in 
short, failure to keep and fulfill any of 
the covenants or agreements expressed or 
implied in.the lease. 

A mining lease may or may not give 


that all ore mined, or other 
product produced, by the 
lessee, shall be marketed by 
the lessor, said lessor re- 
taining from the net returns 
from mill, sampler, smelter, 
or mint, the royalties pre- 
scribed, together with any 
sum of money which may 
in the course of business be- 
tween the lessor and lessee 
be due and owing from 
lessee to lessor. 


Furthermore, such an ar- 
rangement would enable the 
lessor, especially if it is a 
corporation, to keep produc- 
tion records in better order 
for statistical purposes, or 
for the purpose of estimat- 
ing depletion and calculat- 
ing taxation to advantage. 

On the other hand, if the 
lessor desires the least pos- 
sible responsibility in connection with the 
property, and the lessee is the chief factor 
in the development and operation of the 
mine, then the lessee is the logical party 
to market the product. 

Like any other business contract which 
grants certain privileges, the mining lease 
should be given under proper authority. 
This is of particular importance to a les- 
see who may have to incur considerable 
expense in preliminary equipment and de- 
velopment work before he can hope to se- 
cure any return. If the lease is granted 
by a corporation, the contract should be 
signed for the company by its president, 
or other duly authorized agent, attested 
by the secretary, and the corporate seal 
should be affixed, and it should be signed 
by the lessee or his duly authorized agent. 
Where important liabilities are assumed 
by either party to the contract, or special 
evidence of legality is desired, the agree- 

(Continued on page 54) 
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Conserving America’s Oil Supply 


Practical Ways of Staving Off 


rQX\HE United States produced last year 
375,000,000 barrels of oil. It con- 
sumed 436,000,000 barrels. By 1925 
it will probably need 625,000,000 barrels. 
It is doubtful if it can produce, im any 
one year, more than 450,000,000 barrels. 

Geologists estimate that our petroleum 
reserves in the ground amount to 8,000,- 
000,000 barrels. Therefore, unless pro- 
tective measures are immediately adopted 
we will in fifteen or twenty years be de- 
pendent on foreign fields for our supply 
and probably be buyers: from our foreign 
rivals of far greater quantities of oil than 
we ever sold them. 

There are many ways by which this 
undesirable situation may be prevented. 
Some of the mtore important are outlined 
here. 

Increasing our holdings in foreign 
countries. We dominate petroleum pro- 
duction now in Mexico, Canada, Peru.and 
Central America, but are subordinate to 
English, Dutch and other interests in 
Roumania, Russia, Mesopotamia, Persia, 
Burmah and fields of the Eastern Hemi- 
sphere. There is an evenly balanced dis- 
tribution of petroleum between the two 
hemispheres. 

Greater recovery of oil from the sands. 
We probably extract 20% at the present 
time as an average. Our methods of re- 
covery—natural flow, pumping, air lift, 
agitation, bailing and our methods of 
completing the extraction, use of vacuum, 
flooding, introduction of air and gas, and 
our methods of management, must all be 
improved upon and extended to new 
methods. 

Reducingstorage and handling losses. 
Fire hazards must be reduced, escaping 
gasoline captured, and tanks protected 
against the sun’s rays. The last word has 
by no means been said in the construction 
of tanks and underground reservoirs. A 
disadvantage of the latter is that they 
have no recovery a . 

“Breaking” or deh tin troleum 
emulsions in the field. Some Sanelten 
are easy to “break.” In Louisiana the in- 
jection of live steam into the oil at the 
well separates the water. At some places 
the oil with its water is run over riffles) 
The latter being simply heated steam 
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the Day When We Shall Become Dependent on Foreign Fields 


By GEORGE A. BURRELL 


pipes, at the bottom of the incline the 
water and oil easily separate. The Gulf 
Oil Co., and probably other companies find 
it profitable to extract the oil from B, S. 
in tanks by means of a low voltage elec- 
tric current. Some—perhaps many—oil 
wells in Mexico, now practically aban- 
doned, could be run again at a reduced 
rate, were a simple and cheap method de- 
vised to extract the oil from its mixture 
with water. As little as three per cent 
salt water in Mexican oil plays havoc in 
a refinery topper. The salt deposits on 
the inside of the tubes. As more and 
more heat is put into the furnace to main- 
tain the desired temperature the tubes final- 
ly burn out and the topper has to be closed 
down and repaired. 

Economical methods of drilling deep 
wells. At the present time drilling to 
depths of 4,000 feet is troublesome and 
expensive. Operators avoid such a depth 
if possible and unqrestionably a tremen- 
dous amount of oil is hidden in the deep 
sands. It is easy to expend $100,000 on 
a well 4,000 feet deep. 

A comprehensive study yet remains to 
be made of methods of keeping water 
out of oil sands. In some fields this is a 
task indeed. In Mexican fields, which this 
year will produce 150,000,000 barrels of 
oil, the sea feeds the productive oil sands. 
Wells come in as high as 100,000 barrels 
a day, but if an attempt is made to flow a 
well at one half this rate the oil, under 
600 pounds per square inch gas pressure, 
will frequently become violently agitated 
with water in the well and a ruinous 
emulsion follows. Sometimes if the well 
is allowed to stand it will come back to 
normal. 

An oil shale industry, capable of 
yielding oil in quantity probably as 
great as ten times our petroleum re- 
serves must be developed. But much 
time, study and money will be required 
to do this. The oil shale must be 
mined, crushed and heated to obtain oil 
ready for refining. This refining is 
more costly and complex than the 
refining of petroleum. Gasoline, burn- 
ing oils, ammonia, paraffin, wax and 
lubricating oils are the products chiefly 
produced. The Scottish shale-oil indus- 
try is a long established one, but it has 


been successful’ principally because of the 
high cost of petroleum products, low labor 
costs, arid because the industry was de- 
veloped in a densely populated district 
where ready market for the oil and am- 
monia produced existed. In England, 
gasoline sells for one dollar a gallon and 
auto lubricating oil for about two dollars 
and twenty-five cents. 

Methods of reviving old wells other 
than nitro-glycerine shooting are desir- 
able. Other explosives better adapted for 
the purpose may be found, and methods of 
heating and softening the paraffin that 
clogs sand pores and prevents entrance of 
oil into the well may yet be extensively 
used. . Electrical devices have been used 
with some success. Solvents have been 
tried. 

The oil of little value today becomes a 

high grade oil tomorrow. One of the 
writer’s colleagues was told in 1914 by a 
well informed oil man not to build a re- 
finery he was contemplating to operate on 
light Mexican crude, because of the lat- 
ter’s apparent low value as compared to 
oils of this country. That refinery, built 
for $2,000,000 (a4 complete 5,000 barrel a 
day plant) could not now be. built for 
$4,000,000 and it will earn $3,500,000 this 
year. * 
Panuco crude oil, the heavy crude of 
Mexico, was a drug on the market, at this 
time last year—28 cents a barrel at Tam- 
Pico would have purchased much of it. 
Now it brings $1 a barrel at Tampico. 
The writer has produced 45% lubricat- 
ing oil from it, 

These heavy oils were, and still are, a 
problem to coke. The still is heated to 
dryness, cooled and the coke hand shov- 
eled out. Cumbersome, but waiting for 
somebody to do it in a more economical 
way. 

Mexican oil produces from 3% to 14% 
gasoline by natural methods. Attempts to 
crack Mexican gas oil produced a high 
yield of impure gasoline. Acid treat it 
and much of the gasoline disappears. An- 
other problem for the technologist. 

Emulsions in the refining cause many 
heartaches. Much emulsified oil has 
gone into creeks and rivers in the past as 
the best way to get rid of it. Colloid 
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chemists will find a fruitful field in solv- 
ing these emulsion problems of the petrol- 
eum industry. 

One need not be dismayed by the volu- 
minous patent literature on the subject of 
cracking oils. The problem has not been 
solved. Carbon losses are still too high. 
Too much oil is converted into gas, stills 
call for too expensive construction, and 
the gasoline produced is too rich in im- 
purities. Neither is the problem solved if 
one converts gas oil into oil containing 50 
per cent gasoline in a laboratory still. 
That is not even the beginning. Yet, 
cracking processes, principally the Bur- 
ton, are responsible today for an enor- 
mous increase in our gasoline yield over 
former years, and to Dr. Burton and the 
resources behind him in the Standard Oil 
Co., must go immense credit. 

Present methods of extracting gaso- 
line from natural gas are probably 75% 
efficient. Better methods are needed. 
As soon as the gas comes out of the 
well in a new field it should be treated. 
This is impracticable until cheaper and 
— portable gasoline plants are avail- 
able. 

There is not enough uniformity 
among sae specification chem- 
ists, and some obsolete specifications 
should be abandoned. In buying gaso- 
line the automobile user is interested, 
although he usually does not know it, 
in boiling point, not gravity, and in 
buying fuel the user is usually inter- 
ested in viscosity and not gravity. In 
buying lubricating oils the trade name 
may mean little. Sometimes it stands 
for a great deal. 

Some time back, kerosene was con- 
sidered the cheap auto fuel of the future. 
But in the past year the price of kerosene 
rose faster than the price of gasoline and 
the scarcity of gas oil caused a panic 
among the manufacturers of artificial gas. 

In 1911 there were 314 barrels of crude 
oil available for each automobile. Now 
there are 50 barrels. The auto engineer 
and the refiner have had to meet each 
other half way in order to satisfy the de- 
mand, the refiner by turning more of his 
crude into gasoline and changing the 
specifications thereof and the auto engi- 
neer by designing his auto to run on the 
heavier grade of gasoline. This must 
continue, 

The foregoing are some of the problems 
upon which much has been done and 
More remains to be done. A tremendous 
amount of development work is in prog- 
ress. Much of it is inspired by the im- 
petus given to chemistry by the late war. 

Some of the problems mentioned are 
essentially those for the chemist, some for 
the chemical engineer, some for an en- 
gineer or a combination of all three; and 
if one of the three is not a production man, 
then the latter should be in close consul- 
tation on the work. This man should 
have a knowledge of organizaticn. of 
handling men and materials, of economies 
of manufacture, and a sense of values so 
that his time may ‘be profitably spent on 
problems the solution of which will be of 
the most value. 

There is still much need for the edu- 
cation of the business man and financier 
to the fact that research requires much 
patience. Fortunate indeed is the inves- 
tigator who can turn an idea into a money- 
making proposition inside of two years. 
The financier does not yet understand that 


46 


there is no wizardry about investigation, 
not so much genius, but a combination of 
common sense, good training and a thor- 
ough knowledge by the investigator of the 
business he is entering or already en- 
gaged upon, 

Burton’s still was not evolved over 
night. A new one appears every year or 
many times a year. The process that is 


Burton’s was pushed to its sticcessful oper- 
ation because Burton, the investigator, of 
keen mind, was backed by the tremendous 
resources of the Standard Oil Co., and 
it produces millions of gallons of gasoline 
annually because of the money poured 
into it as the development proceeded 
and became more and more promis- 
ing. 


Exported Domestic Merchandise 


AN analysis of the growth of exports in- 
dicates that crude materials for use in 
manufacturing, the leading classification 
in 1910, has been surpassed by manufac- 
tures ready for consumption and by food- 
stuffs partly or wholly manufactured. 

A considerable part of this increase is 
occasioned by increased prices, but, never- 
theless, there appears a definite advance 
in the.export of American manufactures 
to Europe. American goods appear to 


-have received a cordial reception from 


the European public, and first-hand ob- 


servers report that the demand for Amer- 
ican goods is likely to continue. 

On the other hand, the falling rate of 
exchange may tend to curtail our exports 
and may lead to legislation in some Euro- 
pean states to restrict imports of Amer- 
ican goods. Apparently, too, those coun- 
tries with an adverse rate of exchange 
will have a selling advantage over the 
United States in neutral markets.——(Chart 
and comment by Charles Coolidge Par- 
lin, of the Curtis Publishing Com- 


pany.) 
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RAILROADS HELP LOWER PRICES 

“There is every reason to believe that 
the current reductions in commodity prices 
have been due in part to the very great 
improvement in the transportation situa- 
tion. In a statement dealing with the 
efforts which twenty-seven of the prin- 
cipal railroads are making to increase the 
average freight car mileage and tonnage, 
the Association of Railway Executives 
says that more freight is being moved 
more miles than ever before, that the 
number of cars in bad order is being 
steadily reduced, and that the roads are 
not only getting heavier loading per car, 
but are securing, through the co-operation 
of the shippers, quicker loading and un- 
loading. In August of this year these 
roads. moved more than 4,000 car loads in 
excess of August, 1918, and the car loads 
moved in August, 1918, totaled 7% more 
than had ever been handled in that month. 
The statement goes on to say that ‘when 
the Government returned the railroads 
the mileage per day was about 23%. To- 
day it is about 26. By this increase in 


efficiency during the past few months the 
executives have in effect added the equiva- 
lent of approximately 200,000 new freight 
cars to the service of the country, and 
by increasing the average load per car to 
nearly a ton have added the equivalent of 
perhaps, 60,000 cars. Not content with 
this, they have set before themselves the 
goal of raising the average mileage per car 
per day to 30 and the average load to 30 
tons—records in railroad operation which 
have never been achieved elsewhere.’”— 
Guaranty Trust Co. 





IDLE CARS DECLINING 

Freight car accumulations for the week 
ending October 8 show further reduction 
to 41,135. Of these nearly 18,000 were 
held for export and coast-wise movement. 
The corresponding figure for September 
Ist was 146,070 cars, which was reduced 
during the week of September 24 to 47,689. 
The total for the week of October 8 is 
below normal, indicating a slackening in 
transportation demand. 
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SOUTHERN PACIFIC’S OIL LAND SEGREGATION 
(Continued from page 19) 








reserve alone is nearly $50 a share. Based 
on the value of the assets, the earning 
power and the dividend capabilities, I be- 
lieve the stock should be selling around 
150. This would be equal to $30,000,000 
for Southern Pacific’s holdings, or the 
equivalent of $10 a share on its own stock. 

As explained in another article in this 
issue of the MAGAZINE, it is futile to at- 
tempt to estimate Southern Pacific’s trans- 
portation earnings by applying tariff and 
wage increases to results during any 
period of Federal control. A better esti- 
‘mate can be obtained by taking the results 
of 1917, the last year of corporate opera- 
tion. 

For that year the company reported 
about $17.50 a share earned on its stock. 
The California Fuel Oil Department, 
which was organized as of May 1, 1917, 
showed a net income for the eight months 
of $5,571,558. The Kern Trading & Oil 
Company, which was dissolved as of April 
30, 1917, showed a net income for the 
first four months of $2,195,522. Thus the 
year’s total income from this source was 
$7,767,090. Associated Oil was then pay- 
ing 5% dividends, and Southern Pacific’s 
share was about $1,000,000. After mak- 
ing a liberal allowance for any earnings 
of the Texan and Mexican oil subsidi- 
aries, total income from all petroleum 
sources must have been less than $10,000,- 
000, or less than $3 a share on the stock. 


Transportation Earnings 


In other words, Southern Pacific earn- 
ings, either direct or indirect, from its va- 
rious transportation enterprises, was more 
than $14.50 a share. Results in Septem- 
ber, 1920, were at the annual rate, includ- 
ing other income from all sources, of 
about $10 a share on the stock, but the 
increased rates were not fully reflected 
in that month. With both these figures 
as a guide, I believe that $12 a share is 
a conservative estimate of Southern Pa- 
cific’s earning power from its transporta- 
tion department alone. 

The present book value of Southern 
Pacific stock is about $300 a share. In- 
vestments in Associated Oil and Califor- 
nia Fuel Oil Department amount to about 
$50,000,000, or about $17 a share. Thus 
the company could divest itself of these 
properties and still show a book value of 
more than $280 a share for its stock. 

With this large transportation invest- 
ment a probable earning power of $12 a 
share and paying $6, I estimate that 
Southern Pacific stock, after the segre- 
gation of its oil holdings, should sell in 
this market for $90 a share. Adding the 
probable market value of the new oil se- 
curities, based on the earning power and 
assets of Associfted Oil and California 
Fuel Oil Department, would give $150 a 
share as the market value of existing 
Southern Pacific stock under the segre- 
gation. 

No direct allowance has been made for 
the conversion of the remaining 5% bonds, 
but the estimates are sufficiently conserva- 
tive to make partial allowance for them, 
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in addition to which it should be remem- 
bered that their conversion places the 
stock that much closer to the property. 

It is hardly worth while to speculate 
at this time on what form the segrega- 
tion will take. The chief point to con- 
sider is that the values are there and they 
are destined directly for the stockholders. 

As far as the unincorperated lands are 
concerned, they could be sold to any 
buyer, but Associated Oil, under the laws 
of California, is a common carrier, and 
probably could not be sold to Standard 
Oil of California or Royal Dutch, both 
of which own or control competing lines. 
There would be no legal ‘barrier, how- 
ever, to the sale of the two properties to 
Standard of New Jersey or of New York, 
either of which could finance the purchase. 

But it is not necessary to conclude that 
a sale to any third interest will take place. 
Associated Oil and the Fuel Department 
would comprise a complete unit in them- 
selves, with production, pipe lines, re- 
fineries, ocean transportation and estab- 
lished markets. 

Around 115, I do not believe that South- 
ern Pacific stock has come anywhere near 
discounting the market value of the old 
and new securities under the segregation, 
and I therefore counsel readers not to 
dispose of stock or convertible 5% bonds 
at anything like the present prices.—vol. 
26, p. 





HOW TO READ A RAILROAD 
INCOME ACCOUNT 


(Continued from page 34) 











years. Thus the earnings of roads in re- 
ceivership often seem abnormally low, 
which sometimes ‘results in the sacrifice 
of valuable securities by discouraged in- 
vestors at ridiculously low prices. 

An easy way to study maintenance re- 
sults is to take the ratio of total main- 
tenance to gross revenues and compare 
results for the road in question with other 
roads. The Southern Pacific’s income ac- 
count does not show this percentage, but 
an approximate figure can easily be 
worked out by dividing the $240,000,000 
gross revenue into $83,000,000, the main- 
tenance total, which gives about 35%. 
This is probably a little below the 1919 
average for other roads. Most roads 
during the first half of 1920 averaged 
about 40%, but one road (Pennsylvania) 
ran as high as 52%. 

It is probable that maintenance expenses 
will be considerably reduced after Sep- 
tember 1, when the Government stops 
paying the bills; moreover, the ratio will 
be lower because gross revenues are in- 
creased by the new rates. Prior to the 
war, a ratio of from 28% to 30% was 
considered adequate. It is probable that 
during the next year or two the ratio 
must average between 30% and 35% to 
restore the roads to normal. 

Before the war, considerable reliance 
was placed on the ratio of revenues to 


expenses. During the war, however, cen- 
ditions became so topsy-turvy that little 
attention has been paid to this ratio; but 
now that normal conditions may soon be 
restored, its importance will doubtless 
again be emphasized. The “operating 
ratio” is obtained in a similar way to the 
maintenance ratio—i. e., by dividing total 
revenues into total expenses. 

The Southern Pacific corporate income 
account, which is here attached to the 
Federal statement—thus completing the 
picture—is given in such form as to be 
nearly self-explanatory. The detail of 
“non-operating income” or of “deductions 
from income” (fixed charges such as in- 
terest, rents, etc.) are i1ot here repro- 
duced, as it is not essential to analyze all 
these items in order to get at an carnings 
estimate. 

One point which the investor should 
bear in mind in preparing an earnings 
estimate is to increase the interest charges 
when the road has done new financing 
(other than refunding of old issues) since 
the date of its last annual report. “Re- 
funding” is the issuance of new bonds to 
replace old ones which have come due. 
When the new bonds bear a higher rate 
of interest (as is usually the case at 
present) interest charge¢ are, of course, 
increased by the amount of the difference. 

The percentage earned on the com- 
pany’s capital stock, $302,000,000 (from 
the balance sheet, p. 15), is obtained by 
dividing that figure into the net income, 
about $31,500,000. In obtaining these per- 
centages it is unnecessary to use the exact 
amount beyond the first two or three 
figures. 

The next article will analyze the income 
statement of a typical industrial company. 
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The Dictionary of Wall 


AJAx RUBBER: The firm that made 

rubbers for Ajax. Ajax defied the 
lightning but he had to protect his feet 
when it rained, 

Alaska Juneau: Uncertain about this 
but it sounds like a new poem by Robert 
W. Service. 

Allis Chalmers: An emotional young 
woman. We say young; she is around 
335%. z 

American Beet Sugar: A company that 
makes sugar hard to beat and beets that 
are hard to sugar. 

American Can: Almost a simple de- 
clarative sentence. 

American Ice: Something familiar to 
Wall street but unfamiliar to the aver- 
age American family during the summer 
months. 

America-La France: 
with Gen. Foch. ; 

American Safety Razor: A “feeder” for 
American Court Plaster, Common. 


Pershing posing 


American Gas: See any party platform. 

American Brass: Something the British 
call the nerve of salesmen from the states. 

American Malt & Grain: The greatest 
beneficiary of the Volstead act and the 
prescription and recipe industry. 

Anaconda Copper: A policeman suf- 
fering from snake-bite. 

Anglo-American Oil: An exchange of 
motes between France and the United 
States covering any delicate situation. . 

Atlantic, Gulf. & West Indies: A route 
to Cuba now very popular. 


BALTIMORE & OHIO: An alliance 
between the city that was once the 
home of the president of! the Southern 
Confederacy and the state that has be- 
come the home of all presidents. 
Bethlehem Steel: An unpleasant mem- 
ory if you had it and held it too long. 


Booth Fish: Any citizen trying to get 
a number in a pay station. 

Bordens: The only company in the 
world to solve the secret of making a 
two-ton cow sit down on a two-inch can 
when giving its mitk. 
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Boston & Maine: The former the seat 
of learning; the latter the seat of illegal 
distilling; also a place where many inno- 
cent bystanders are shot by hunters each 
year. 

Boston Elevated: A state of mind which 
every Bostonian imagines himself to be 
in. 

Brooklyn Rapid Transit: No such 
thing. 

Brown Shoe: (Don’t you know what a 
brown shoe is, you poor goof?) 


Burns Brothers: A company dealing in 
precious jewels but not delivering many 
this winter. 

Butte & Superior: What you say of 
any Winter Garden girl who is good 
looking and above the ordinary in in- 
telligence, if any. 


CENTRAL RAILROAD OF NEW 
JERSEY: Ask somebody who uses 
it. 

Cerro De Pasco: The author of the 
Four Horsemen of the Apopleptics. 

Chicago, Milwaukee & St. Paul: An 
attempt to make a great biblical character 
shoulder some of the responsibility for 
two bad cities. 

Childs Co.: Coffee at ten cents and an 
extra charge for bread and butter. 

Chile Copper: The wire around the 
handle of a snow shovel; a policeman 
who won’t listen to your story. 

Cluett, Peabody: Distributors of that 
great masterpiece entitled: “Portrait of a 
Young Man Registering Nothing in Par- 
ticular.” 

Coco-Cola: A dance (see Hula-hula). 

Colt’s Arms: Ask Ethel Barrymore. 

Corn Products: Sour mash and succo- 


tash. 
Crucible Steel—Just Crucible Steel. 


uPONT pe NEMOURS: French for 
“Look out for the red wagon!” 


;NDIcoTtT JOHNSON: Brother of 
Hiram. 
Erie Railroad: Undefined. 


GENERAL CHEM. CO. PFD. (Chem- 
copfd): Officer in charge of new 
Polish offensive. 
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Street 


ERCULES POWDER: Makers of 
cosmetics for strong men. 
Hocking Valley: See list of Simpson 
pawn shops with locations. 
Hudson County Gas: Teddy Edwards 
and Jim Nugent discussing prohibition. 


LLINOIS BRICK: Brick from Illinois. 
Independent Brewing: What Every 
Woman Knows (now that husbands have 
taken to spending their nights in the 
kitchen experimenting with strange 
bundles and bottles). 


Interborough Rapid Transit: A cor- 
poration that motorized the sardine can. 


EWEL TEA: A 
fourteen carrots. 


ASSACHUSETTS GAS: A speech 
Cal. Coolidge; an amendment by 
Senator Lodge. 


EW YORK CENTRAL: A telephone 

girl that is very hard to find. 

New York, New Haven & Hartford: 
Something you can’t mention without hav- 
ing someone pipe: “I remember it when 
it sold at 300.” 


EADING COMPANY: People who 
look over your shoulder at your 
paper. 
Royal Dutch: The King and Queen of 
Holland. 


AVAGE ARMS: 
Dempsey swings. 

Sears-Roebuck: A furnished flat by 
mail. 

Standard Oil: A company engaged in 
making motorists Bolshevists. 

Stutz Motor: Ask Ryan, he knows! 

Swift & Co.: Rivals of the New York 
subway companies in the packing busi- 
ness. 


UNITED FRUIT: Crushed Grapes. 
U. S. Finishing: A reference to 
the attempts to end the state of war. 
U. S. Steel: 89%. 
United Cigar Stores: Something every 
corner has to have to be considered busy. 
Union Tank: A walking delegate with 
a record for heavy drinking. 


ILSON & CO.: The president, 
Newt. Baker and Joe Daniels. 
Winchester & Co.: About twenty 
blocks in New Haven, Conn. 
Woolworth: “Fifty cents to go to the 
tower and look down on a city full of 
five and ten cent stores.” 
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ndencies 


Prospects of Leading Industries as Seen by Our Trade Observer 


As the general tendency in a given trade is but one of the many factors affecting the price 
of securities representing that industry, the reader should not regard these trade tendencies 
alone as the basis for investment commitments, but merely as one of many factors to be con- 
sidered before arriving at a conclusion. 





COAL 








Big Volume of Exports 

RACTICALLY all reports confirm the 

impression that a coal famine is a 

very remote possibility. With regard 
to anthracite, conditions show marked im- 
provement. The output is as heavy as at 
any time this year. The 3,000,000 ton 
deficit occasioned by the September strike 
has not yet been made up, but it is be- 
lieved that most of the lost ground will 
have been recovered in the near future. 
Dumpings of anthracite at the piers con- 
tinue in large volume and are now more 
extensive than for any time since produc- 
tion started on a normal basis. 

At least one factor will tend to minimize 
the danger of a famine in anthracite and 
that is the exceptionally mild weather of 
last October. A certain gain has been 
made here and if there are several more 
weeks of this sort of weather the possi- 
bility of a coal famine will have com- 
pletely disappeared. 

Bituminous coal production continues in 
full swing. The total output for the week 
of October 16 was 12,135,000 tons, the big- 
gest, with one exception, since the armis- 
tice. A comparison of figures for the first 
eight months shows that production in 
that period exceeded 1919 production by 
52,000,000 tons, although it was 44,500,000 
tons below the same period for 1918 and 
10,000,000 tons below the 1917 output. On 
the whole, production conditions must be 
considered very satisfactory. 

Coal exports are on an enormous scale. 
We are now the leading factor in this 
trade. The gain jn exports since the end 
of last year has been noteworthy. (See 
attached graph.) With European coal 
production far below requirements, this 
country is the only one immediately able 
to supply the deficiency. It is extremely 
interesting to observe that the adverse 
rates of exchange against Europe have 
exerted practically no effect on our foreign 
coal sales. An important European 
market is expected until the time when 
Europe is in a position to produce her 
full quota. This can hardly come to pass 
within a few months if not longer. 

Bituminous coal prices have taken a 
very sharp drop and can be bought for 
$5.75 at the mines. Three factors are re- 
sponsible for this new development. The 
most immediate cause is the vigorous at- 
tempt made by the government and even 
the coal associations themselves to secure 
lower prices for the commodity. The 
second important factor is that demand 
shows a tendency to decrease. This is 
especially noticeable in the New England 
districts which have been hit by the slump 
in the textile industry. It is also notice- 
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able in the automobile and tire manufac- 
turing sections where ccnsiderable curtail- 
ment of production is going on. In 
general, it may be said that the sag in 
industrial activity is bound to affect coal 
consumption and consequently prices. A 
drop of only 5% in coal consumption 
would pile up a formidable surplus in very 
little time. 

The third factor is the steady increase 
in production notwithstanding the falling 
off in demand. In connection with this, 
it may be said that the recent flood of im- 
migration holds forth promise of an in- 
creasing supply of labor and this also has 
a certain bearing on production. 

The above combination of factors is a 
formidable one. It is difficult to see how 
prices can resist it. Bluntly, while bitu- 
minous coal is down to $5.75 at the mines, 
even lower prices can be confidently ex- 
pected. It must be remembered that even 
at present prices, this product is up about 
200% from its pre-war levels. 

As to anthracite, the tendency is not so 
clear, although it is likely that the past 
few weeks of mild weather will be an im- 
portant factor in adding to surplus stocks. 


at the same price as in pre-war days. This 
can be said of few commodities despite the 
recent sharp declines. 

The drop in coffee, as in almost every: 
thing else, was due to credit conditions. 
The story of coffee is the story of forced 
liquidation, The demoralized economic 
situation in Europe and the unsettled con- 
ditions here are responsible for the im- 
mense decline. 

From a statistical viewpoint, the posi- 
tion of coffee is not unfavorable. The 
1919-1920 Brazil crop was very small, be- 
ing the smallest in five years with the ex- 
ception of the 1918-1919 season. Produc- 
tion for the current season will be slightly 
larger but nothing to suggest over-produc- 
tion. 

So far as consumption is- concerned, 
bearish inferences would seem to be out of 
order. There is a steady increase in re- 
cent years in coffee consumption in this 
nation as shown in the attached graph. 
The visible supply of about 2,000,000 bags 
as of Oct. 1 is moderate and the normal 
increase in consumption should at least 
partially take care of this carry-over. 

It is interesting to observe that Europe 
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While present conditions do not warrant 
the belief that there will be immediate 
price reductions, we would not be sur- 
prised to see this happen before the close 
of the winter months. 





Coffee 











Resistance to Lower Prices Expected 

It is safe to say that coffee has suffered 
at least as much as any other commodity 
from the deflationary movement. Mention 
of the fact that coffee sold June, 1919, at 
about 25 cents a pound in the market, 
whereas it is now quoted at about 8 cents 
will bring this out clearly, Before the 
war the commodity sold at 7 cents. In 
other words, coffee is today selling nearly 


is buying a bit more freely now although 
this is hampered by exchange conditions. 
Europe normally consumes only slightly 
less, relatively speaking, than the United 
States. Also the German situation must 
be taken into account, as Germany is a 
coffee-drinking nation. Her imports of 
the commodity are bound to increase with 
the gradual improvement in her industrial 
position. 

The slump in coffee has seriously af- 
fected the Brazilian industry. The 
Brazilian Government, however, is coming 
to the rescue of the planter and has formu- 
lated plans for financial relief which at 
least temporarily protect the producer 
from the necessity of throwing over his 
supplies at a price which is now claimed 
to be below the cost of production. This 
should result in stabilization of the 
market. 

















Quality 


There is a vast differ- 
ence in quality between a 
first mortgage and an or- 
dinary note. 


Most securities which 
may now be bought to 
yield around 8%, are gen- 
eral credit obligations, 
such as unsecured notes 
and debentures. 


We offer the First 
Mortgage Bonds of a 
large, well-known corpor- 
ation whose net assets are 
four times the total 
amount of bonds, at prices 


To Yield 8.25% 


Ask for Circular M-3 


Robert €. Mayer & Co. 


Investment Bankers 


Equitable Bldg. 
New York 


Tel. Rector 6770 


The main point is that liquidation has 
gone about as far as it can be expected to 
go, with coffee selling at the same prices 
as before the war. A normal and regular 
increase in the consumption of the com- 
modity is noted during the past five years. 
At the same time production has not in- 
creased in proportion. Coffee could not 
be selling where it is today were it not 
for the credit situation. The financial dif- 
ficulties of fie trade, however, should 
gradually be straightened out and with 
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increased buying for European account in 
sight, a fair rise in prices would not be a 
remote possibility. We are of the opinion 
that coffee has seen its worst. 





Oil 





























Prices Weakening 

The unsettlement which has been noted in 
various oil products during recent weeks 
has broadened so as to include nearly the 
whole market. Numerous instances of 
price recessions can be cited although 
these are significant rather on the ground 
of the number of products involved than 
because of the actual extent of the reduc- 
tions themselves, which have been relative- 
ly moderate. Nevertheless a distinct trend 
is noted with still lower prices a prob- 
ability. 

Lubricants, especially, have shown little 
resistance to the downward tendency, The 
market is rather weak. Demand has slack- 
ened very noticeably, mainly because of 
the industrial depression. Heavy cancel- 
lations from Europe and domestic sources 
have placed some of the Western refiners 
in an embarrassing position. Lack of de- 
mand for this product and the high price 
of crude is a formidable combination, and 
some of the refiners feel that crude will 
have to come down before they can run 
their business profitably. 

The situation is somewhat similar with 
regard to gasolene and kerosene. The 
markets in both instances display a ten- 
dency toward lower prices. In this con- 


nection, it is particularly interesting to 
note a reduction in gasolene of 3 d. a 
gallon in England. This is primarily due 
to an excess of imports over requirements. 
Our exports abroad are slowly diminish- 
ing on account of adverse exchange condi- 
tions. This may result in piling up a 
temporary surplus over here. 

Fuel oil is in generous supply, with at- 
cumulation of surplus stocks steadily 
growing. A boom in fuel oil shipments 
was expected on account of the British 
‘toal strike, but this was not of sufficient 
duration to make any appreciable effect 
on the situation. It is not hard to see 
that resistance to lower prices for this 
product will become increasingly difficult 
under present conditions. 

As noted previously in these columns, 
oil production and consumption show an 
increasing tendency to meet on the same 
level, with the chances favoring a tem- 
porary excess of supply over demand. 
During the first nine months of the year, 
production increased by 50,000,000 barrels 
as compared with the same period last 
year. Imports from Mexico increased by 
30,000,000 barrels. The total production, 
including imports, will probably be about 
525,000,000 barrels for 1920, against 430,- 
000,000 barrels for last year. Consump- 
tion in the main has kept pace up to re- 
cently, but with the temporary slack in 
demand it is likely that the end of the 
year will see considerable additions to 
stocks on hand. 


MEX.PET PAN. PET. 
OHIO GAS TEXAS CO. 
SINCLAIR. CAL. PET. 


To November 4 


Developments in the oil industry have 
come to pass pretty nearly on schedule. 
The “slightly lower prices” alluded to 
several weeks ago are already at hand. 
There is nothing to suggest that the win- 
ter months will provide greater activity 
than that now existing. A period of cur- 
tailed activity is clearly in sight for the 
immediate future. 





Rubber 











Very Little Activity 


While crude rubber importations dur- 
ing the first nine months of the year to- 
taled 192,973 tons, as against 156,796 tons 
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for the same period last year, importa- 
tions for September, 1920, amounted to 
only 11,636 tons, as compared with 14,306 
tons for September, 1919. The drop ia 
September imports clearly indicates the 
trend of the general rubber situation. De- 
mand for crude rubber is almost entirely 
lacking. Only a nominal interest is main- 
tained in the market. 

It is estimated that if production of 
crude rubber continues to the extent indi- 
cated by present cultivated acreage, there 
will be a surplus of 35,000 to 40,000 tons 
in addition to the normal stocks held by 
the producing and consuming countries. 
Under present conditions, the producers 
must contend with accumulating stocks 
and falling prices. Obviously this will 
finally result in restricted output, as the 
only course open to producers. It is urged 
by leading interests in the trade that pro- 
duction be cut 25% for next year, which 
will probably bring supply and demand 
to about equal proportions. 

The price of raw rubber is controlled 
by the American automobile industry, 
which absorbs about 42% of the world’s 
production. The slowing down of activi- 
ties in the domestic automobile industry 
naturally affects the consumption of rub- 
ber. This is already apparent from Sep- 
tember reports, and this situation will 
most likely continue over until the spring 
months. Under the circumstances, no 
wide variation from the present low price 
of the raw commodity can be anticipated. 

The problem resolves itself down to 
working off the steadily accumulating sur- 
plus. The most expedient way of doing 
that is to restrict production. This is the 
step which will probably be taken as a 
natural consequence of economic law, but 
it will take some time before the effect of 
this is felt. In the meantime, a period of 
comparative stagnation for the industry 
is looked for. 

The tire industry, of course, is feeling 
the effects of the situation very keenly. 
These companies are working at a 25 to 
40% capacity in the case of the leaders. 
The output of smaller companies is even 
more restricted. Plants are said to be 
working only on current orders. Forward 
orders with automobile companies are be- 
ing written subject to price changes. In 
general, the industry gives the aspect of 
being in a highly unsettled condition. 

Numerous price reductions have been 
made recently, with a leading interest cut- 
ting the price of its tires 15%. Conces- 
sions are the order of the day, the idea 
being to attract greater buying, and thus 
cut down inventories. Plainly, the indus- 
try is trying to get rid of its surplus 
stocks. 

For the immediate future, the tire in- 
dustry is in an unattractive position. For 
one thing, the winter season is against 
it Possibly by spring, general economic 
conditions will have improved. In that 
case, the tire industry should revive some- 
what. Nevertheless, the industry is in- 
dubitably in for a few months of depres- 
sion. 





- PUBLIC UTILITIES 











Higher Rates and Lower Costs 
A broad view of the public utility field 
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Booklet of Securities 


The productive use of funds is without doubt the 
most important of all business undertakings. 


Wii, 


se, 
COFFERS LG 


Sound knowledge and definite information is the 
foundation of careful investment. 


The Booklet of Securities, comprising over 
250 pages, contains definite and up-to-date 
information on all active securities. 





Write for MW-016 “Booklet of Securities” 


Whitney & Elwell 


Members New York and Besten Steck Exchanges 
30 State Street, Boston 9, Mass. 
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SPEAKING OF SAFETY— 
Prudence-Bonds are Guaranteed 


They are, therefore, an ideal security for the 
banker to recommend. 


The banker’s reputation in his community is 
built upon his conservative judgment. His 
requirements must be strict. They are fulfilled 
in Prudence-Bonds, because Prudence-Bonds 
do not ftuctuate and have expanding margins 
ofsafety, growinglargerasthebondsgrowolder. 


In addition, we Guarantee the payment of 
principal and interest by every dollar of our 
resources. 


Our booklet describing Prudence-Bonds in detail 
will be sent to you without any obligation on your 
part if you, will write for Booklet M. W. 91. 


‘Realty Associates 


Investment Corporation 
31 Nassau St..New York —~162 Remsen St. Brooklyn 
Denominations of $190, $500 and $1000 
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Investment Securities 
Letters of Credit 
Foreign Exchange 
Travelers’ Checks 


Correspondents . 
Throughout the 
World 


Knauth-Nachod & Kuhne 


Members New York Stock Exchange 


EQUITABLE BUILDING 
New York 

















We have prepared a 
detailed comparison of 


Atchison, Topeka 
& Santa Fe 


AND 


Pennsylvania R.R. 


which should be of interest 
to all present and prospective 
investors in the securities of 
these companies. 


Ask for circular MW-11 


NEWBURGER 
HENDERSON 
& LOEB 


Members N.Y. & Phile. Steck Bachonges 
100 Broadway, New York 


shows ‘that decided improvement is in 
store for this industry. This is really 
axiomatic considering the fall in the com- 
modity markets. The public utilities have 


_ suffered exceedingly from rising costs 


with stationary rates. Recent develop- 
ments in the commodity markets are of 
the utmost importance, indicating that the 
peak of costs has passed. Declines in 
copper, steel, lumber, coal and the many 
other articles used by the utilities guaran- 
tee lower operating expenses. 

In hundreds of instances, costs are not 
only coming down, but rates have ar- 
vanced, thus adding to net income in both 
ways. The attitude of most public ser- 
vice commissions to the companies un- 
der their jurisdiction is entirely different 
from what it was a year ago. This is 
shown by the fact that in over 500 cities, 
traction companies have been authorized 
to advance their rates. This same ten- 
dency is noted with regard to other public 
ufilities. 

Just as public confidence has been re- 
stored to the steam transportation com- 
panies, so is confidence rapidly being 
restored to the utilities. The happy com- 
bination of decreasing costs and a gener- 
ally higher level of rates should place the 
utilities in a sound position within a year 
or so, and this will be reflected by big- 
ger gross and net earnings. 

One offsetting feature is that while costs 
of material are undoubtedly on the down- 
ward trend; the cost of labor will prob- 
ably stay up. However, the utilities may 
find it feasible to follow the policy of 
some of the carriers which are reducing 
the number of their employes, in this man- 
ner gaining something in economical oper- 
ation. Probably, if labor becomes more 
efficient, the utilities could manage to dis- 
pense with part of their help and thus cut 
down their labor costs. 

The inherent stability of the public 
utility industry is in no way better illus- 
trated than by the fact that even those 
companies which reported themselves to 
be in a desperate financial position a year 
ago, now show better earnings statements, 
while in a number of instances there are 
really excellent earnings. In the main, 
this has been the result of higher rates. 
Now with operating expenses decreasing, 
even better showings should be made. 

It is interesting to observe that there 
are proposals for the building of a sub- 
way in St. Louis. This is occasioned by 
the growth in population. Such steps may 
be anticipated on the part of other fast- 
growing municipalities. A new era in ur- 
ban transportation is probably on the way. 











Railroads 








Small Net Explained 


The report of 90 class A roads for Sep- 
tember reveals the disconcerting fact that 
in most cases while gross earnings in- 
creased, as was expected, net earnings 
showed up most disappointingly. The 
total operating revenues of the 90 roads 
were $298,368,100, an increase of 23.18% 
over September, 1918. Total operating 
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expenses were $248,251,086, an increase of 
27.96% over September, 1918. Net oper- 
ating income amounted to $37,380,065, an 
increase of only 1.07% over the preced- 
ing September. On face, this is an ex- 
ceptionally disappointing statement, in- 
asmuch as it had been hoped that the 
higher rates in effect since August 26, 
would result in marked increases in net 
operating revenue. 

There are several circumstances, how- 
ever, which clearly explain the relatively 
poor showing. The most important of 
these is that considerable freight was 
moved in September, which started before 
the increase in rates on August- 26. This 
movement of freight was naturally costly 
as it was carried at the old rates at the 
same time that operating expenses ‘in- 
creased. While this was an advantage to 
shippers who took advantage of tke situa- 
tion, the railroads suffered accordingly. 
There is very little freight remaining to 
be carried at the old rate, however, and 
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October net operating income should show 
an improvement over that of September. 
November earnings should be correspond- 
ingly better, although some allowance 
should be made for a possible decline in 
gross on account of the industrial unset- 
tlement. 

Another factor which contributed to the 
disappointing showing for net is that con- 
siderable confusion still exists with re- 
gard to intrastate rates. A number of 
state commissions stubbornly persist in 
refusing to acknowledge the validity of 
the Interstate Commerce Commission’s ac- 
tion in raising rates, and have temporarily 
compelled the carriers to accept the old 
rates for intrastate traffic. This has been 
more noticeable in the case of passenger 
rates, and while this forms only 20% of 
total railroad tariff, still it has meant some 
difference to the railroads who were not 
permitted to charge the higher rates. This 
situation, however, will be rectified in due 
time. It is absurd to think that under the 
provisions of the Railroad Act, the Inter- 
state Commerce Commission will not be 
able to enforce its decrees with regard to 
rate making. 

As intimated above, these factors are 
of temporary importance only, especially 
with regard to freight being moved at the 
old rates. All things being equal, net 
operating income should show improve- 
ment in succeeding months. 5 
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“Any industrial progress lies in the ability to measure.” 


THE BEDAUX 
POINT SYSTEM 


of Industrial Measurement is to Industry that which the C GC 


system is to Science, and the wonders operated through the use of 


both are comparable. 


The results obtained by the Bedaux Point System of Industrial 


Measurement are: 


Protective Remuneration 
Capacity of Workman and Department Expressed 
in Uniform Unit: “The Point” 

Logical Apportionment of Overhead 
Comparison Between Standard and Actual Costs 
Scientific Planning and Scheduling 
Scientific Control of Material in Relation to Labor 
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A NEW ERA 
AHEAD 


America has chosen a new 
administration and we are 
entering upon an era of 
change. Whatever the 
vicissitudes driving down 
the price of some fluctuat- 
ing securities, GUARAN- 
TEED FIRST MORT- 
GAGES can be depended 
upon to maintain 100% 
value. Maturing at short 
intervals and being certain 
of full payment, they are 
never below par. It would 
be wise to have at least 
part of one’s funds thus 
invested. 


Any amount from $100 up, 
546 %. 


Send for Booklet M-16 
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The difference between a dreamer and 
a visionary is that the dreamer finally 
realizes his ambitions. He puts a re- 
inforced concrete foundation under his 
Castles in Spain by building a financial 
reserve. 
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on the drive your dreams are possible 
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On the side of efficiency, the railroads 
have made important gains. The gain in 
car movement, since the resumption of 
private operation, has been 22%. The gain 
in car loading has been 6%. This is 
equivalent to a gain in efficiency of 500,000 
cars. The carriers are now not only bet- 
tering the record of the government, but 
even their own record im the days before 
the government took over the control. A 
few figures will illustrate this clearly: In 
1918, the average for ton miles per car 
per day was 491. In 1919, it was 441. In 
1917, it was 495. In July of 1920, how- 
ever, it rose to 523, and with improvement 
since July, it is quite evident that even 
this good showing has been bettered. Cer- 
tainly the railroad officials have accom- 
plished their boast that they would bring 
railroad efficiency up to a high point within 
a short period of time. 
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Prices Decline 
The steel industry is finally beginning to 
succumb to the effects of deflation. The 
markets for the various products range 
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from dull to fairly weak. Several nota- 
ble price recessions are noted. Mills are 
curtailing operations, and there is a ma- 
terial decrease in activity, owing to the 
slump in buying from automobile, steam- 
ship, structural, farm implement and other 
interests. The industry plainly faces a 
period of decreasing activity. 

Realizing the mistake of prolonging 
operations in a falling market, a number 
of the independents have lost no time in 
cutting production. In several instances, 
there has been a wholesale laying off of 
men. Pig iron producers, especially, have 
responded promptly to the new develop- 
ments, and no fewer than 32 blast fur- 
naces are reported out of action in the 
past month. 


The price of pig iron has been slashed 
pretty well. Basic pig is obtainable at $40 
as compared with $50 a few weeks ago. 
This is mainly due to the sharp decline in 
coke prices which have suffered a depre- 
ciation of 50%. Coke is now quoted at 
about $9 as compared with a recent high 
of $17.50. It is generally expected that 
the fuel will recede further before its 
price is stabilized. Under the circum- 
stances, pig iron looks to be in a dis- 
tinctly weak position, and further cuts are 
not at all a remote possibility. 


The sharp decline in pig iron prices 
has disconcerted the steel trade. Lessened 
activity on the buying side is looked for 
until the situation clears up somewhat. 

One of the immediate results of the 
drop in pig iron was to depress the mar- 
ket for scrap. A considerable quantity 
of scrap has been held in the Pittsburgh 
district on the belief that prices would 
rise. With the market falling, this ton- 
nage is being pressed for sale in increas- 
ing urgency. Prices of finished steel like- 
wise show a falling tendency. 

The mill operators have taken cogni- 
zance of the situation and are shrewdly 
proceeding to put their house in order. 
In other words, there is no disposition on 
the part of producers to accumulate stocks 
on the basis of present high operating 
costs now that the demand is declining. 

There is a silver lining to this generally 
black cloud. Indications are that there 
will be a very large production in rails 
for 1921. The Chicago district mills have 
orders sufficient to keep them busy for 
nearly the whole of the next year. The 
rail department of the industry thus faces 
an active and prosperous year. 

The “spread” between independent 
prices and those of the leading interest is 
rapidly being narrowed. It is possible 
that by the end of the year there will be 
very little difference in most products. 
When independent prices and those of the 
leading interest are on the same level, 
more effective resistance to the deflation- 
ary process may be expected. 





ROYALTIES IN MINING 
LEASES 


(Continued from page 44) 











ment may be acknowledged before a 
notary public, or other public officer with 
authority to administer an oath. 

One form of lease will not fit all leas- 
ing operations, It is necessary to vary 
the terms and covenants according to the 
physical condition of the property, and to 
suit the relative interests of the parties to 
the contract. 

There is one principle, however, that 
applies to all mining leases, and that is 
the principle of the square deal. 

When the terms of the lease are such 
that the contracting parties have a chance 
to share either the possible profits or 
losses in proportion to the risks which 
each assumes, the longer the contract is 
likely to run, the oftener it is likely to 
be renewed, the more constructive devel- 
opment work will be accomplished, and 
the sooner a decision can be reached as 
to whether the property is to be a mine or 
a hole in the ground. 
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| Answers to Inquiries 


COLUMBUS & 9TH AVE. 5s 
- Switch Would Be Advisable 


The property upon which the bonds are 
secured extends from 65th street and 
Columbus avenue to 110th street and 
Manhattan avenue, a distance of two and 
one-half miles. As there are outstanding 
$3,000,000 of these bonds, it appears that 
there is a-relatively high amount per mile. 
Owing to the thickly populated district 
the property would, we believe, be self- 
supporting if it were operated independ- 
ently if it were not for the direct com- 
petition of the elevated line on the same 
street. 

In view of the greatly involved traction 
situation in New York, with the dubious 
outcome for the Columbus & 9th Avenue 
property, we would recommend an ex- 
change for about the same price into 

Hudson & Manhattan Income 5s of 1957, 
or United R. R. of San Francisco 4s of 
1927. 

Both of these securities possess greater 
speculative possibilities and the latter 
issue in particular. The City of San 
Francisco at the November election voted 
to amend its charter so as to permit the 
city authorities to negotiate the purchase 
of the United Railroads of San Francisco 
at the present market price of 33%. The 
United Railroads of San Francisco cer- 
tificates of deposit for the 4% bonds, due 
in 1927, are most attractive. 

A valuation of $52,000,000, after deduct- 
ing depreciation, has been placed upon the 
property by Ford, Bacon & Davis. This 
value does not include replacements 
through obsolescence nor jnterest charge- 
able to construction accounts. 





CANADIAN PACIFIC 
A Pre-eminent Canadian Issue 

For the investment of a small legacy in 
a Canadian security: 

The stock of the Canadian Pacific Rail- 
way is an investment issue attractive at 
the price now quoted, around 125, and we 
believe would be a proper commitment for 
you. The stock may vary in market price 
from time to time, but the general trend 
we believe will be upward and you will 
not only be receiving good dividends on 
your holdings, but will find for the iong 
pull that it will appreciate in market 
value. While there are many other 
Canadian securities, this for the time 
being seems to be the most attractive, 
taking all things into consideration. 





PRICES OF FOREIGN BONDS 
Profiteering Exists 

Question:, A brokerage house here in 
Kansas City makes a specialty of foreign 
bonds and exchange. Their price list, is- 
sued every day, includes all charges and 
commissions. In comparing their prices 
with New York Curb quotations in the 
New York Times, I note there isa dif- 
ference of something like 25% between 
New York Curb and our local house’s 
quotations on German Government and 
municipal bonds. 
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For instance: A German bond quoted 
on the Curb at $13.50, our local house 
quotes at $18, and others in proportion. 
Do cable and carrying charges and com- 
mission justify this difference? Especially 
in view of the fact that in German issues 
10,000 marks is the minimum amount 
handled. 

Answer: It is our opinion that you are 
paying too high a price to your broker for 
carrying charges and commissions, as 
compared with the price quoted for 
securities in New York and Kansas City. 
There are no cable charges, as we under- 
stand it, relative to German bonds, as the 
bonds are in this country ready for de- 
livery, and local prices (2 to 3 points 





INDIVIDUAL WIRE SERVICE 


Our Individual Wire Service was es- 
tablished in response to a wide d 
for telegraphic advice on the trend of 


stocks. 

who need such advices are re- 
spectfully invited to join this new Ser- 
vice. 

The Department is under the direct 
supervision of our Mr. Wyckoff and 
suggestions receive his personal ap- 
proval. 

Subscribers have their holdings tabu- 
lated and their market action wa 
at all times. To such subscribers we 
telegraph within a few minutes when a 
definite change in technical position is 
indicated by wire or night letter, as 
they may require, or as the occasion 
warrants. 

We also indicate favorable opportu- 
nities to buy, sell, or repurchase secur- 
ities in which they prefer to trade, or 
others in same group, or securities 
in which the technical position is espe- 
oy favorable for an advance or de- 
cline. 

Our charge for the Individual Wire 
Service is $5 per telegram (sent collect), 

we are ly to receive d its 
of $25 or more, out of which future 
telegrams will be charged. A _ sub- 
ontser may withdraw balances at any 
ime. 





SAFETY 


is our first consideration in 
recommending bonds for in- 
vestment. 


Our list contains a careful 
selection of bonds yielding 
from 


7% to 8% 


which may be purchased on 
the terms of our Partial 
Payment Plan. 


Write for details 


RUTTER.&CO 
14 Wall St. New York 


Tel. Rector 4391 














lower) are quoted “net.” We suggest that 
you change your broker, and enclosed 
you will find the names of two brokerage 
firms whom we consider reliable, and 
who will transact your business for proper 
charges, and promptly. Your local houses, 
if the one you refer to is representative 
of their general methods, are evidently 
profiteering on a liberal scale. 





NORTH AMERICAN PULP & PAPER 
Not Attractive 

The North American Pulp & Paper 
Co. report for 1919, issued late last sum- 
mer, showed earnings of about 25 cents a 
share on the 999,000 shares of common 
stock outstanding. This was after interest 
charges and preferred dividends. It 
showed a large increase over the report 
of 1918. 

We do not, however, favor the purchase 
of any paper stocks at this time. The 
price of paper is declining, as is illus- 
trated in our own business: Recently we 
were paying as high as 16 cents for the 
paper ,we used, and last week closed a 
contract at 9% cents. This will give some 
idea as to the effect such a decline must 
have on the production of the various 
paper companies. 


Canada’s Priceless 


Pulp Supplies 


The world looks to Canada for the bulk 
of its pulp supply. Canada exported 
$3,000,000 worth of pulp and paper to 
Japan, Australia, New Zealand and 
South America in 1919, 


The rich timber limits of British 
Columbia, and its proximity to these 
markets, has furthered the growth of 
such prosperous companies as Western 
Canada Pulp and Paper Company, Lim- 
ited. 


WESTERN CANADA PULP 4 
PAPER COMPANY, LIMITED 


7% ist Mtge. Serial Gold Bonds. 
Price: $100 and interest, carrying 
a 40% Common Stock bonus, 


afford a sound investment and a perma- 
nent interest and share in profits 
through the Common Stock bonus. 


Principal and interest payable in New 
York funds. Prevailing rate of ex- 
change reduces net price to about 88, 
and increases yield to about 734%. 


Write us today for Descriptive Circular. 


Graham Sanson é (o 


INVESTMENT BANKERS 
Members Toronto Stock Exchange 


TORONTO, CANADA 














ACKSON HEIGHTS GARDEN APARTMENTS 





porches. 





PARTMENTS are built around a s; 
garden court, restricted to use of the 
occupants. Apartments have double frontage 
on street and garden while many have built-in 


22 Minutes from 42nd Street 


Sunshine in Every Window 
Every Room an Outside Room 














New 4, 5 and 6 Room 
GARDEN APARTMENTS 


Jackson Heights Plan of Tenant-Ownership 














THE QUEENSBORO 
CORPORATION 


50 East 42nd Street 


PHONE, MURRAY HILL 7057 


pacious 


JACKSON 
Opp. 25th St. Subway Station 


To Visit Jackson Heights, take Subway to Grand 
Central and transfer to Queensboro Subway to 


HEIGHTS OFFICE 


25th Street Station 

















We believe it will be a considerable time 
before there can be any appreciable 
advance in the price of paper stocks, and 
investors would do well to await further 
favorable developments in the industry. 





MAXWELL-CHALMERS 
Outlook More Favorable 


reorganization plan of Maxwell 
Motors is con- 


The 
Motors and Chalmers 
densed in the following: 

The new company will have an author- 
ized capital of 1,000,000 shares, of which 
200,000 shares will be class “A” stock 
(par $100) and 800,000 shares class “B” 
stock (no par value). Class “A” stock is 
to have priority over “B” stock in assets 
and dividends. For each ten shares of 
Maxwell common will be given one share 
of class “B” stock. There is to be no 
cash assessment. 

The plan provides for the obtaining ot 
$15,000,000 new money from New York 
banking houses, which have agreed to pur- 
chase class “A” and “B” stocks, with a 
right on the part of depositing stockhold- 
ers in Maxwell and Chalmers to purchase 
all or any part of the new stock under- 
written by the syndicate on the same 
terms offered to the bankers. 

It is stated that no commission or other 
compensation will be allowed to the syndi- 
cate. It is a rare thing in the history of 
corporation reorganization that a banking 
syndicate has offered to work for the 
benefit of unfortunate shareholders with- 
out remuneration. 


It does not appear that any provision is 
made in this reorganization plan for any 
back dividends on either the Maxwell or 
Chalmers stock. What dividends the new 
company will earn and pay is of course 
problematical, but we believe the new 
stock as a long-time proposition should 
give a good account of itself. 





COLUMBIA GRAPHOPHONE 
Reason for Capital Increase 

Columbia Graphophone’s increase in cap- 
italization, as proposed, is for the purpose, 
as stated by officials of the company, to 
have the extra shares for disposal to meet 
any emergency required for necessary ex- 
pansion jn business or other purposes. 

The increase, if voted by the stockhold- 
ers, which it probably will be, will have 
no effect, in our opinion, on the present 
market price of the shares, as this news 
has already been discounted. We recom- 
mend that you continue to hold your 
shares, as we believe with an upward 
trend of the market, that the shares of 
this company will have a inaterial advance, 
having already declined about 40 points. 
The company is in a good financial condi- 
tion, and its business, although tempo- 
rarily affected by the commercial situa- 
tion, is prosperous and on a solid footing. 





LACKAWANNA FIRST 5s 

A Good Bond 
Lackawanna Steel first consolidated 5s, 
due 1950, are a direct mortgage of the 
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company, and secured by a mortgage on 
various properties, being second only to 
the first mortgage 5s of 1923, amount- 
ing to $11,000,000, for the retirement of 
which bonds of this issue were reserved. 

We believe the above bonds at the 
present market are a good speculative in- 
vestment. We consider, however, that the 
Chesapeake & Ohio convertible 5s, now 
selling around 86, have better speculative 
possibilities and equally good investment 
value as well. The present strong rail 
market makes a bond of this type more 
attractive. 





PREFERRED STOCKS INVESTMENTS 
For a Widow 

We have received reports concerning 
Okmulgee Building & Loan Association 
which indicate that it is well managed 
and on a sound financial basis at present. 
It is able to, pay the 10% at this time, 
owing to the fact that the legal rate of 
interest in Oklahoma permits the company 
to pay that amount of interest at this 
time. Should this rate be changed, in the 
future, the company could not very well 
disburse that amount of interest. 

We suggest for a long-time investment 
that you switch into Standard Oil 7% 
preferred, Bethlehem Steel 8% preferred, 
and Virginia Carolina Chemical preferred 
in equal proportions. While paying a 
small yield at this time, for the future, as 


an investment for a widow, we believe 
these stocks to be preferable. 





- Government, State, Municipal. 
§Philippine Government 5} 
Republic of France 6s 
tProvince of Saskatchewan 6s 
tAnderson Cottonwood — Dist. 6s. 
City of Newark 5%s 
City of Trenton 5%s 
ity of Akron 6s 
City of Knoxville 5%s 
City of Portland 5s 
§City of Wichita Falls 6s 
Public Utilities. 
+The Perin.-Ohio Power & Lt. Co. 7%s... 
tSan "> Lt. & Pwr. Corp. 8s 
Industrials. 


tWestinghouse Elec. & Mfg. Co. 7s 

TP. F. Collier & Son Co. 8s 

tThe Diamond Match Co. 7%s 

tLukens Steel Co. 8s 

+Pfister & Vogel Leather Co. 7s 
+Smallest denomination issued $100. 
tSmallest denomination issued $500 
§Smallest denomination issued $1,000. 


- Nov. 1940 


Approx. Yield 


Offering 
i To Maturity. 
5.00-5. 


Maturity. Price. 
Sept. 1950 103% 
Varying 63.75 Varying 
Oct. 1940 96.62 6.30 
1925-1930 To Yield 6.25 
1921-1959 100.00-112.29 
1921-1951 100.00-110.37 
To Yield 
102% 
98-100 
100 
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Philippine Government 514s.—These 
5%4% registered bonds are issued in de- 
nominations of $1,000 and $10,000, and the 
proceeds are to be used for improving the 
Port of Manila. This issue is acceptable 
at par as security for United States Gov- 
ernment deposits and is exempt from all 
Federal and State taxes except inheritance 
taxes. These bonds are issued at 103% 
and interest yielding from 5% to 5%2%. 

Republic of France 6s.—This 6% 
National Loan of 1920 is a direct obliga- 
tion of the French Government. Sub- 
scriptions. to this loan are payable in dol- 
lars at the rate of exchange fixed each 
day by the French Finance Commission, 
or various earlier issues of French Gov- 
ernment bonds will also be accepted in 
part payment upon officially specified 
terms. These 6% bonds are issued at 
about $63.75 per 1,000 franc bond. 

Province of Saskatchewan 6s.—These 
20-year 6% gold bonds are issued in de- 
nominations of $500 and $1,000, payable in 
Canadian funds. The bonds are a direct 
and primary obligation of the Province of 
Saskatchewan, and are payable from its 
general revenue. Saskatchewan is best 
known as a grain-growing region, and the 
estimated crop for 1920 places the wheat 
production at 136,880,000 bushels and the 
oat production at . 173,000,000 bushels, 
which is the greatest yield of any Province 
in Canada. The finances of this Province 
are in excellent condition, and the net 
debenture debt is less than $27 per capita, 
or the lowest ratio of any of the Western 
Provinces. These bonds are issued at 
96.62 and interest to yield about 6.30%. 

Anderson Cottonwood Irrigation 
District, California, 6s.—This irrigation 
district lies in the upper Sacramento Val- 
ley, about two hundred miles north of 
Sacramento, and includes all the land 
bordering the Sacramento River for a 
distance of twenty miles. The region is 
highly productive, the river bottom silt- 
loam soil, producing every variety of 
agricultural products. The uplands are 
especially well suited to olive culture, 
some of the finest olive groves in the 
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State being located in this _ section. 

These bonds are legal investments for 
the California Savings Banks and Trust 
Funds and are offered at a price to yield 
6.25%. This issue is exempt from Fed- 
eral Income Tax and from California 
State and Municipal Taxes. 

City of Trenton, New Jersey, 5%4s.— 
This issue is in coupon form of $1,000 
denomination and is legal investment for 
savings banks and trust funds in New 
York, .New Jersey, Pennsylvania and the 
New England States, and is exempt from 
all Federal Income taxes. 

The city is the largest and most impor- 
tant one in the state and it has an assessed 
valuation of over $499,000,000 while its 
net bonded debt is less than $29,000,000. 
The population is growing rapidly and has 
shown a material increase in. the past five 
years. This city is a great railroad, whole- 
sale, distributing and jobbing center as 
well as a port for foreign and coast ship- 
ping and it ranks eleventh among the 
cities of this country in the aggregate 
value of its manufactured products. The 
leading products are leather and shoes, 
foundry and machine shop products and 
it also has big copper smelters and 
refineries. 

These 534% bonds are issued at prices 
ranging from 100 to 112.29 according to 
the maturity and yield from 4.80% to 
5.50%. 

City of Newark, New Jersey, 5%4s.— 
These 534% bonds are in coupon form of 


$1,000 denomination and are exempt from ° 


all Federal Income Taxes. 

Trenton is an important industrial cen- 
ter and is situated only twenty-nine miles 
from Philadelphia. Its proximity to the 
coal fields of Pennsylvania and to the 
great markets of New York and Phila- 
delphia and its excellent transportation 
facilities by both water and rail, have 
promoted an extensive development along 
manufacturing lines. The business of the 
city is diversified and in certain lines it 
leads all other cities in production. 

This issue is legal for savings banks in 
several states and is offered at prices 














Diversified 
As a highly diversified 
investment on a basis 
that will yield the pur- 
chaser today's high 
rate of earnings for 9, 
20 and 25 years, we 
offer securities of 
—one of Europe’s most 
stable governments. 

—of the greatest copper 
producing company in the 
world 

—a public utility company 
serving one of the most 
highly developed, prosper- 
ous, and rapidly growing 
industrial sections of the 
United States. 

They are: 


“KINGDOM OF DENMARK 
8% External Gold Bonds 
(Due 1945) 

To yield about 7.95% 


ANACONDA 


COPPER MINING CO, 
Secured Gold Bonds, 
Series B 
(Due 1929) 

To yield about 754% 


PENNSYLVANIA-OHIO 
POWER & LIGHT CO. 


714% Gold Bonds 
(Due 1940) 
To yield about 7.85% 


We recommend the above 
issues for investment. 


Send for complete circulars 


TheNation City 


Car: 


Main Office: National City Bank Bldg. 
Uptown Office: Fifth Ave. & 43rd. St 


Offices in over Fifty Cities 
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The -Pennsylvania-Ohio 
Power & Light Company 
First and Refunding 
Mortgage 71/2 % 
Nov. 1, 1940 
Price 961 
To Yield 7.85% 





PHYSICAL valuation 

of property nearly 
twice bonded _indebted- 
ness — long term — high 
yield — callable only at 
prices allowing for sub- 
stantial profit. 


Earnest E. Smith & Ce. 


Specialists in New England Securities 


52 Devonshire St., Boston 


Members of New .York and Boston 


Stock Exchanges 
Among 
Your Holdings 


are there securities 
which are amply pro- 
tected and yet at the 
price you paid, yield 
about 8%? 

If your list does not con- 
tain such investments, 
we suggest that you re- 
view it having in mind 
certain changes. 

We are offering now, a 
strong 6% railroad bond 
which at current prices 
yields about 7.75% and 
yet represents a mort- 
gage on an_ essential 
part of a great system 
showing excellent earn- 
ings. 

When replying, mention 
any securities you might 
care to exchange and 
ask for our Letter No. 
W181, which contains 
a suggestion. 


Herrick & Bennett 


Members New York Stock Exchange 


66 BROADWAY, NEW YORK 
Telephone Rector 9060 


BRANCH OFFICES 
51 East 42nd St. Peekskill 


New York City New York 
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ranging from 100. to 110.37 according to 
the maturity, to yield from 4.85% to 
5.50%. 

City of Akron, Ohio, 6s.—The pro- 
ceeds from the sale of these bonds 
will be used for various municipal pur- 
poses and are payable from taxes levied 
against all of the taxable property within 
the city. 

Akron is one of the chief manufactur- 
ing cities of Ohio and the value of its 
1919 output totals over $522,000,000. Its 
assessed valuation is $366,000,000 while 
its net bonded debt is less than $9,000,000. 

This issue is exempt from all Federal 
Income Taxes and is legal investment for 
savings banks in several states. The prices 
vary according to maturities and yield 
from 5.00% to 5.60%. 

City of Knoxville, Tenn. 5%4s.— 
Knoxville is the third largest city in the 
state and is the most important commer- 
cial and distributing point for the eastern 
section. In addition to being located in a 
rich agricultural section it has numerous 
and diversified manufacturing plants, the 
annual output of which is valued at over 
$10,000,000. 

The assessed valuation is over $70,- 
000,000, while the net debt is $6,259,000 
and the city’s population has increased 
during the last 10 years at the rate of 
114%. 

These bonds are exempt from all Fed- 
eral Income Taxes and are eligible to 
secure Postal Savings Deposits and are 
offered at 102% and interest to yield about 
5.35%. 

City of Portland, Oregon, 5s.—This 
issue is known as Harbor Development 
5% Coupon Bonds and is in serial form. 

The city is a very important port in the 
West coast and its assessed valuation is 
over $312,000,000, while its net debt is 
less than $24,000,000. 

The bonds are issued at prices ranging 
from 98 to 100 to yield 5.00% to 5.75% 
according to the maturity. 

Wichita Falls, Texas, 6s—These 6% 
bonds are in coupon form of $1000 de- 
nomination and are exempt from the Fed- 
eral Income Tax. : 

The proceeds of this issue will be used 
for the construction of sewers and the 
bonds are a direct obligation of the city 
and are payable from taxes against all of 
its taxable property. 

Wichita Falls is one of the most pro- 
gressive and rapidly growing cities in the 
State and it is not only’ an important 
railroad center, but also, due to its abun- 
dant supply of cheap natural gas, has 
extensive and diversified manufactories. 
The assessed valuation is over $30,000,000 
while the net bonded debt is less than 
$2,000,000. 

The bonds are offered at 100 and inter- 
est to yield 6%. 

Westinghouse Elec. & Mfg. Co. 7s.— 
These 7% Gold Bonds are issued in de- 
nominations of $500 and $1000 and the 
proceeds will be used to provide additional 
working capital for a fixed period. 

The aggregate income of the company 
and of its proprietary companies, — for 
the fiscal year ended March 1, 1920 (after 
deductions for depreciation, Federal and 
other taxes, etc.), applicable to interest 
charges, amounted to over $16,000,000, or 
more than ten and one-half times such 
interest charges for that fiscal year. 
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Phone: Rector 5000 


Josephthal & Co. 


120 Broadway, New York 


Members 
New York Steck Exchange 


Foreign 
Securities 


Private Wires to 
Principal Cities 

















| Mexican Eagle Oil 
Company, Ltd. 


Common Stock 


We have prepared a special 
circular describing this suc- 
cessful company. 


It is controlled by the Royal 
Dutch-Shell interests. It is 
the second largest shipper 
of oil from Mexico. Its 
| potential production is 
stated to be upwards of 
250,000 barrels of oil per 
| day. This company is the 
largest refiner of oil in Mex- 
ico and has a refining ca- 
pacity of upwards of 70,000 
barrels daily. 
In 1919 dividends of 45% 


upon par ($10 Mex.) were 
paid, together with valuable 


rights, which sold in the 
open market at $18 per 
share. 


Copy of our circular will” 
4 be furnished upon request. 


| Sutro Bros. & Co. 

! Members N. Y. Stock Exchange 

120 Broadway, New York 

5 Telephone: Rector 7350 

57 St. Francois Xavier Street, 
Montreal. 
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Separating 
‘the Wheat 


from the 


Chaff 


In endeavoring to reach the 
likely prospects in such a 
gigantic market as Chicago, 
you naturally expect to find 
considerable chaff with the 
wheat. Your problem is— 


How to Separate 
the Two 


The Herald and Examiner has 
done much to solve this problem 
for you. Its Commercial Edition, 
wherein is published all advertis- 
ing which appears in the regular 
edition, assures you ofa carefully 
selected audience of interested 
business executives—men who 
have money for investment pur- 
poses. 


The Commercial Edition of the 
Herald and Examiner is the me- 
dium these worth-while prospects 
read for keeping in touch wi 
current financial events, markets, 
price tendencies and business 
conditions. Thousands read it 
every morning; it is one of the 
first duties of the day, as impor- 
tant as the morning mail. 


Why not “talk” your proposition 
to this picked audience and swell 
the volume of sales emanating 
from the fertile Chicago market? 


NOTE: 


The sworn circulation of the 
Herald and Examiner for the 
six months’ period ending Sep- 
tember 30 was 344,538, a 
reader gain of 17,362 over the 
six months’ period ending March 
31. This is a larger circulation 
gain than that of any other 
newspaper in Chicago, despite 
the fact that the Herald and 
Examiner now sells for 3 cents. 


bs CHICAGO 


HERALSEROXAMINER 


A newspaper read by business 
executives. 


The funded debt will consist of this 
issue of $30,000,000 gold bonds and 
$6,342,500 other bonds. The capital stock, 
now paying 8%, has a market value at 
present quotations in excess of $70,000,000. 

These bonds are offered at 9434 and 
interest to yield 734%. 
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method is costly and can only be used by 
large organizations with plenty of capital. 

Up to the beginning of this century the 
method of mining sulphur in Sicily was 
very crude. In recent years, however, im- 
proved methods in mining and melting 
have been introduced and much more of 
the sulphur is recovered. 

Since the war, however, there have been 
labor troubles in Sicily and this has 
brought down the output of sulphur and 
increased the cost. It appears that the 
men who were drafted into the army do 
not care to return to their old occupa- 
tion and, in any case, they will not accept 
their former wages. 

For many years there has been a merger 
of the various sulphur mining companies 
in Sicily with partial Government control. 
There is now a scheme on foot to nation- 
alize the mines. It is said that the pres- 
ent price of sulphur at the mines in Sicily 
is about double the price in the United 
States. 

The only other competitor in raw sul- 
phur is Japan and the output from that 
country is relatively small. For example, 
in 1913 it was only 8% of the world’s 
demand and the percentage has fallen 
since then. 

It is commonly reported that, during 
the last few years, output of sulphur in 
Japan has been falling off, although large 
quantities of sulphuric acid are made in 
that country. 

The graph herewith shows the remark- 
able expansion of the overseas trade of 
American sulphur. 


New Uses of Sulphur in Agriculture 

In the middle of the last century French 
vinegrowers obtained remarkable results 
by the use of sulphur on the soil, anda 
French scientist found that it was*due to 
the fact that certain bacteria in the soil 
turned sulphur into a solvent needed in 
the effective preparation of the food for 
plants. 

It has also become customary for some 
potato growers to roll the seed in sulphur 
before planting or else sprinkle sulphur 
in the rows. This is done to prevent 
potato scab, and is very effective. 

Again in Oregon it has been found that 
sulphur is good for alfalfa. It was dis- 
covered that around fruit trees which had 
been sprayed with sulphur insecticides and 
fungicides the alfalfa crop was greener 
and more luxuriant than it was elsewhere 
in the same field. It is estimated that 
one more ton of alfalfa, worth $20. can be 
obtained from each acre on which 100 
pounds of sulphur, valued at $3, has been 
applied. 

In California it is thought that sulphur 
may become the means of reclaiming the 
great alkali plains that have taken from 
cultivation so many broad acres of the 
West; also in Maryland it is known that 
sulphur will turn certain hitherto useless 
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Short Term Notes 
vs. 
Long Term Bonds 


While we are still of the 
opinion that many long 
term bonds even at pres- 
ent prices are excellent 
purchases ; for certain re- 
quirements, however, we 
believe short term notes 
to be logical invest- 
ments. 


We will be pleased to 
recommend several un- 
usually safe short term 
issues which return 
higher yields than equal- 
ly conservative long 
term bonds. 


Full information upon request. 
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marls into high-grade fertilizer. In 
Florida, sulphur is spread between the 
fruit trees at certain seasons of the year. 

Dr. J. G. Lipman, director of the New 
Jersey Agricultural Experiment Station, 
under whose supervision potato scab 
experiments have been made, found that 
the action of the “sulfofying’” bacteria 
in the soil was slower than it ought to be 
and tests developed the fact that this was 
because such bacteria are not so numer- 
ous in some soils as they are in others. 
By a careful series of experiments he 
found what the “sulfofying” bacteria were 
and, having isolated them, he set about 
growing them, or making them reproduce. 
From this he developed what is called 
inoculated sulphur—that is, sulphur which 
carries the required amount of bacteria. 
Plain sulphur takes months to act, whereas 
inoculated sulphur gets to work in about 
10 days. 

Dr. Lipman’s discovery makes sure that 
both the sulphur and the “sulfofying” 
bacteria get to the soil at the same time. 
A step further is to add ground phosphate 
rock, because the acid formed by the sul- 
phur in the solid acts on the phosphate 
rock and makes the phosphorus available 
as a fertilizer, thus doing away with the 
need of acid phosphate. 

If this process of using raw sulphur in 
agriculture catches on with the farmers 
as the results so far obtained would lead 
one to expect, then the future of the sul- 
phur producing companies should be very 
good.—Freeport Tex. Co.—vol. 24, p. 951. 





MAXWELL MERGER IS THE 
STOCKHOLDERS’ LAST 
CHANCE 
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an amount $3,750,000 in excess of the old 
fixed charges and preferred requirements. 
Average earnings of the combined com- 
panies only amounted to $3,000,000. 

Even making the generous assumption 
that the new company will be able to meet 
its new requirements, it is definitely ap- 
parent that neither class “A” nor “B” of 
the stock will be in a position to share in 
earnings for at least the period in which 
the interest on the notes will have to be 
met. 

It is only fair, however, to say that the 
additional $7,500,000 working capital will 
be of considerable help. It will at least 
strengthen by that amount the company’s 
position with respect to its notes. 

It is on the score of earning power, 
however, that the company will have to 
meet its final test. The record of the two 
old companies may afford a clue. 


Earnings of the Old Companies 

Since 1914 the combined earnings of 
Maxwell and Chalmers, as applicable to 
the capital stock, have averaged annually 
about $3,000,000 (see Table IV). Total 
dividend requirements on Chalmers 
preferred and Maxwell Ist preferred 
amounted to about $1,250,000. Thus divi- 
dends on these issues have always been 
covered by a wide margin. However, by 
the end of 1918, working capital had be- 
corre depleted through poor management 
and slow payment for war-work by the 
Government. The result was the passing 
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of the Maxwell Ist preferred dividend, 
which has not been paid since the last 
quarter of 1918. 

While the earnings of both companies 
have been satisfactory in the past, there 
is no guarantee of good earnings in the 
future. Certainly the slump in the auto- 
mobile industry -will prohibit anything in 
the way of remarkable results. 

There is another factor beside the slow- 
ing up in the industry which will probably 
tend to work to the company’s disadvan- 
tage, and that is a very large inventory 
account. This item stood at $29,599,079 
as of June 30, 1920, marking an increase 
of over 100% over the preceding year, 
and present inventories are larger by far 
than for any year in the company’s his- 
tory. An increase in inventories of 100% 
in one year certainly calls for very 
thoughtful consideration. 

Sales and Production 

Maxwell is one of the biggest producers 
in its class and for the last fiscal year its 
output, including the Chalmers production, 
was something like 70,000 cars. That the 
Maxwell company makes a very popular 
car is attested by these large sales. As a 
matter of fact, it has few competitors in 
the $1,000 class. If conditions in the in- 
dustry were normal there is little doubt 
but what the company could maintain its 
huge sales. As to Chalmers, the facts at 
hand are not definite enough to admit a 
real conclusion. 

However, it should be remembered that 
the difficulties of the Maxwell company 
have not been in the matter of sales. The 
trouble has lain with an inferior manage- 
ment both in regard to operation and 
financial policy. If the new management 
is as much stronger as it is believed to be 
and the merger successfully put through, 
there will be an opportunity to translate 
large sales into large earnings, as should 
be the case. 

Outlook 

What the results of the new merger will 
be from an earnings viewpoint can only 
be guessed. Everything depends appar- 
ently upon the new management’s ability 
to bring out the great latent earning 
power of the two companies, and only 
time can determine their ability in this 
connection. 

It is with regard to the immediate future 
that there is the chief uncertainty. If the 
company can hold above water during the 
néxt three years, when it will have to meet 
excessive requirements for interest and 
sinking fund on the notes, it should be 
able to earn a fair amount at least on the 
class “A” stock after that period. Assum- 
ing that, after the notes are paid off, the 
company can earn its previous average of 
$3,000,000, this would cover the $8 divi- 
dend on the 153,000 shares of “A” stock 
and still leave about $3 a share for the 
620,176 shares of “B” stock. 

However, it is almost useless to discuss 
prospects three years hence. 

Present shareholders, it seems, would 
only be ignoring a “last chance” if they 
did not exchange their old stock for the 
new under the readjustment plan. They 
certainly have nothing to lose, and if only 
fortune will smile a little more sweetly 
on the company than it has in the past, 
they may eventually come out all right— 
Maxwell Motor, vol. 25, p. 294; Chal- 
mers Mctors, vol. 24, p. 840. 
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Financial News and Comment 


NOTE.—The Railroad and Industrial Digest, Notes om Public Utilities, Oil Notes and Mining 


Digest, contain condensations ef the latest news regarding the comp 


d. The items 





are not to be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET 
nor the authorities for the various items guarantee them, but they are selected with the 
utmost care, and only fram sources which we have every reason to believe are accurate and 


trustworthy. 
Editor. 


Investment commitments should not be made without further corroboration.— 








RAILROADS 








Chicago, Milwaukee & St. Paul. — 
United States Railroad Administration 
has reported a final settlement with 
this company of all matters growing 
out of twenty-six moftths of Federal 
control. The adjustment was made as 
of the first day of November, 1920. The 
main differences in the mutual account 
as between the Railroad Administration 
and the railway company were in mat- 
ters of maintenance of way and struc- 
tures, equipment, depreciation and inter- 
est. Mutual concessions were made 
resulting in the payment by the Rail- 
road Administration to the railway 
company of $13,750,000 in cash, being 
the balance due on compensation after 
the adjustments agreed upon. In con- 
nection with this settlement, $20,000,000 
of indebtedness due the Railroad Ad- 
ministration from the railway company 
for additions and betterments was 
funded in accordance with the Trans- 
portation Act, the debt due the Railroad 
Administration being secured by mort- 
gage bonds of the railway company, 
deposited as collateral. 


Delaware & Hudson. — Commerce 
Commission has granted authority to 
the company to issue $3,475,000 first 
and refunding mortgage 4% gold bonds, 
to pledge $1,700,000 of them with the 
Secretary of the Treasury as security 
for a loan of $1,125,000 from the United 
States, and to hold $1,775,000 of them 
in its treasury to be available for dis- 
posal as hereafter authorized. 


Delaware, Lackawanna & Western.— 
Company increased its average miles 
per car per day from 26.9 in March to 
34 in August. In September there was 
a reduction to 31.9, due to the anthra- 
cite strike. The August figure’ com- 
pares with 31.4 for the corresponding 
month last year, and the September 
figure with 30.2. There has been con- 
siderable improvement in ton-mileage. 
In August 547,609,000 tons were hauled 
one mile, compared with 461,385,000 
tons in August, 1919, and 473,722,000 
tons in March, 1920. The beginning of 
the seasonal reduction and the anthra- 
cite strike brought the September ton- 
mile movement down to 489,429,000 
tons, but even this showing compared 
very favorably with the 428,504,000 tons 
moved one mile in September, 1919. 


Detroit & Mackinac.—Annual report 
for 1919 shows net income, after taxes 
and charges, of $187,434, equivalent, 
after preferred dividends, to $6.99 a 
share earned on the $2,000,000 common 
stock, as compared with net income of 
$172,150, or $6.23, in 1918. 


Maine Central—Commerce Commis- 
sion has approved an application for 
authority to issue $3,619,000 first and 
refunding mortgage 6% gold bonds. 
Authority was also granted the road to 
pledge $2,067,000 of these bonds with 
the Secretary of the Treasury as se- 
curity for loans by the Government; 
also to pledge $1,152,000 of the bonds 
as security for a loan for the financing 
in part of certain acquisitions of equip- 
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ment, additions and betterments; also 
to pledge $400,000 of the bonds as se- 
curity for a loan to redeem certain 
other bonds of the Knox & Lincoln 
Eapeay Co., maturing on Febtuary 1, 


Northern Pacific.—Interstate Com- 
merce Commission has approved a 
Government loan of $6,000,000 to aid 
this carrier in providing itself with ad- 
ditional motive power, freight cars, 
additions and betterments to existing 
equipment, and to way and structures, 
at a total estimated cost of $16,000,000. 
The carrier itself is required to finance 


about $10,000,000. 


Pennsylvania.—Stockholders of the 
Pittsburgh, Cincinnati, Chicago & St. 
Louis have received notice of a special 
meeting December 29 to act upon a 
long-term lease of the company’s prop- 
erties to the Pennsylvania Railroad. 
The Pennsylvania Railroad, through its 
subsidiary, the Pennsylvania Co., has 
already acquired all but a _ small 
minority of Panhandle stock in ex- 
change for Panhandle 5% mortgage 
bonds. 


Pennsylvania also announced today 
details of its plan to acquire the 
minority stockholdings of the Grand 
Rapids and Indiana Railway Company 
and lease its railway properties. An 
official circular covering that project 
will be issued soon. 


The general basis for the proposed 
acquisition of the stock is that the 
Pennsylvania company will use the 
Grand Rapids and Indiana second 
mortgage 4% bonds, maturing in 1936, 
now owned by it, to purchase the 
minority holdings of Grand Rapids and 
Indiana stock, par for par. 


Pittsburgh & West Virginia—Stock- 
holders will meet November 15, to pass 
upon the acquisition of the West Side 
Belt Railroad, and on their favorable 
action the plan will be submitted to the 
Commerce Commission. It involves, 
besides the issuance of $3,000,000 addi- 
tional 6% preferred and $4,400,000 ad- 
ditional common stock of the Pitts- 
burgh & West Virginia, a severance of 
the ownership relations between the 
West Side Belt and the Pittsburgh 
Terminal Railroad & Coal Co., the 
latter of which operates no railroad. 
After the consummation of the plan, 
the Pittsburgh & West Virginia will 
hold in its treasury approximately 
$7,400,000 of its own stock, issued 
against its investment ir the West Side 
Belt, besides the stock of the coal com- 
pany which it already owns. 


Texas & Pacific—Company’s stock- 
holders voted for further extending and 
guaranteeing, as to F nem o- and inter- 
est, $3,653,000 of the extended three- 
year gold notes of the Trans-Missis- 
sippi Terminal Co. for the term of three 
years from the date of their maturity 
as extended November 1, 1920, to No- 
vember 1, 1923. 
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OULD YOU 

like to-have us 
advise you promptly of 
what we consider to be 
specially desirable offer- 
ings of high-grade and 
thoroughly seasoned 
first mortgage or under- 
lying Railroad Bonds? 


Bonds of-such character are 
occasionally available in these 
times at prices representing 
declines of approximately 15 
to 30 points below pre-war 
levels, and, in view of the in- 
creased rates recently granted 
the railroads, are now gener- 
ally regarded as particularly 
attractive. 


Ask us to bring to your 
attention offerings of this 
character, and we shall be glad 
to comply with your request. 
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Bureau of Canadian 
Information 


THE Canadian Pacific Railway, 
through its Bureau of Canadian 
Information, will furnish you with 
the latest reliable information on 
every phase of industrial and agri- 
cultural development in Canada. 
In the Reference Libraries main- 
tained at Chicago, New York and 
Montreal are complete data on 
natural resources, climate, labor, 
transportation, business openings, 
etc., in Canada. Additional data 
is constantly being added. 
No charge or obligation attaches 
to this service. Business organi- 
zations are invited to make use of 
it. 


Canadian Pacific Railway 
Department of Colonization 


and Development 
165 E. Ontario St. Chicaga 
1270 Broadway New York 


335 Windsor Station Montreal 
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Check Up 


You are the owner and sole 
engineer of the most marvel- 
ous engine in the world— 
given you at birth and set go- 
ing for you by The Maker. 
Do you occasionally, thought- 
fully check up the work this 
engine is doing, every second 
of every hour of every day? 

If you do, you are a good and 
faithful engineer. You will 
finish your allotted job here 
with energy, effectively, hap- 
pily and well. 

If you do not—in the name 
of all vital to you—why 
not? Do not wait until it 
flies its own red danger sig- 
nal in your face; because that 
signal, too often, means the 
end of the track. Check it up. 


In this connection 


THE (GLEN 
SPRINGS 


WATKINS GLEN, N. Y., on SENECA LAKE 
WILLIAM E. LEFFINGWELL, Pres. 


THE PIONEER AMERICAN “CURE” 
FOR HEART DISORDERS 


Offers just the assistance you 
may need in checking up—intelli- 
gent rest and a careful looking- 
over of your human machine, es- 
pecially its engine, your heart— 
detecting and correcting weak- 

- ness in time, to the best of human 
ability. 

The medical world has long rec- 
ognized this ability of The Glen 
Springs. Its Nauheim Baths, 
chemical and X-Ray laboratories 
and scientific treatments under 
the direction of physicians, are 
particularly adapted to heart dis- 
ease, circulatory, kidney, nutri- 
tional and nervous disorders, 
rheumatism, gout and obesity. It 
is the only place in America 
where the Nauheim Baths for 
heart and circulatory disorders 
are given with a natural, calcium 
chloride brine. 

Situated in the beautiful Finger 
Lakes region of New York State. 
Clear, dry, invigorating atmos- 
phere. Every comfort for your- 
self and family. Open all year; 
but Winter, with elements of 
oppressive weather absent, is the 
most favorable time to check up. 


Illustrated booklet with detailed in- 
formation will be sent on request 
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Albert Pick & Co.—October sales 
were $1,200,043, an increase of 3.4% 
over a year ago. Sales for the nine 
months ended with October totaled 
$10,810,079, or an increase of approxi- 
mately 46% over the total for the cor- 
responding period of last year. 

American Hide & Leather Co.—Def- 
icit. For the three months ended Sep- 
tember 30th, last, the company shows a 
deficit, after Federal taxes and charges, 
of $1,392,574. This compares with a 
deficit yof $810,697 in the preceding 
quarter, and with a surplus of $1,212,- 
416 for the September, 1919, quarter. 

American Steel Foundries.—Net earn- 
ings for the nine months ended Septem- 
ber 30th, last, amounted to $6,434,743, 
as compared with $3,751,695 in the 
same period last year. Surplus, after 
charges and Federal taxes, was $4,276,- 
889, which is equivalent, after preferred 
dividends, to $7.01 a share earned on 
the $18,215,100 common stock, par 
value $33%, as compared with a surplus 
of $2,462,573, or $3.91 a share, on the 
$17,184,000 common stock outstanding 
in the corresponding period of 1919. 

American Sumatra Tobacco Co.—For 
the year ended July 3lst, last, the com- 
pany reports net income, after all 
charges and Federal taxes, of $2,581,031, 
which is equivalent, after preferred divi- 
dends, to $16.91 a share earned on the 
$14,448,485 outstanding common stock. 
This compares with $890,388, or $5.56 
a share earned on the $13,532,885 com- 
mon stock in the preceding year. 

Brunswick - Balke - Collender Co. — 
Total sales for the nine months ended 
September 30th, last, were $22,980,763, 
an increase of about 43% % over the cor- 
responding period of last year. Net 
profits after all deductions, including 
$441,299 for Federal taxes, amounted to 
$2,406,535. The earnings of the com- 
pany’s lumber mills at Big Bay and 
Ewen, Michigan, estimated at $400,000 
for this year, are not included in the 
foregoing figures. 

Carbon Steel Co.—Total income for 
the year ended September 30th, last, 
was $149,046, as compared with $5,193,- 
345 in the preceding year. After deduc- 
tion of charges, taxes and preferred 
dividends, there was a deficit of $276,- 
499, which compares with a surplus of 

446,261, or $48.20 a share, earned on 
the $3,000,000 common stock in the pre- 
ceding year. 

Central Leather Co.—Quarterly re- 
port. The company reports for the 
ace ended September 30th, last, a 

eficit, after preferred dividends, of $8,- 
132,754, which compares with a surplus 
of $2,721,916 in the corresponding 
quarter a year ago. Profit and loss 
surplus, as of September 30th, last, 
amounted to $18,443,671, as compared 
with $26,582,426 on June 30th, last. 

For nine months ended September 
30th, last, there was a deficit, after taxes 
and charges, of $9,324,884, as compared 
with a surplus of $10,364,458, or $21.69 
a share on the common stock after de- 
ducting preferred dividends, in the same 
period of 1919. 

International Motor Truck Corp’n.— 
For the nine months ended September 
30th, last, the corporation: shows net 
profits, after charges and Federal taxes, 
of $3,114,331, which compares with a 
profit of $1,897,437 in the same period 
of 1919. After allowing for preferred 
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YIELDING 14% 


AT PRESENT LOW 
PRICES 


The company is one of the 
largest of its kind in the 
world. Its net earnings for 
the past year were more 
than $22, 500,000 — over 
40% on its outstanding com- 
mon stock—total surplus 
and reserves over $50,000,- 
000. 

Dividendsg are paid and 
Statement of Earnings 
rendered monthly. 

Net earnings have increased 
this year over the preceding 
year so that there should be 
an enhancement in market 
price as soon as more sta- 
bilized market conditions 
prevail. 

This security enjoys a 
broad market and we recom- 
mend it on account of its 
high income yield and prob- 
able market appreciation. 





Copy of circular on request 
Ask for M.W. 4 
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$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in Established 


Financial Institution 


—Enjoying unusual confidence. 


—Well protected by stringent State 
Banking Laws. 


—Lending money on good security on 
the safest basis known to bankers— 
widely distributed small loans. 


—Under strong management, with an 
enviable 7 years’ record of proved 
dependability. 


—An opportunity to share in at least 
one-third of the substantial profits. 


—Yielding a total of 11% to the bond 
holders now and for several years 
past, and growing steadily with the 
solid expansion of its loan service in 
many States. 

A combination of every one of the 
——— of security demanded by 

t conservative investor, car- 
ao owiehe it a large share of 
profits. 


Over a Quarter Century of experience 
in finance and business management is 
behind our recommendation of this in- 
vestment. 


Send for Circular B giving full details. 
Clarence Hodson & fh. 
—eme ESTABLISHED 119°3— 


CPECIALIZE IN SOUND SECURITIES 
~ VIELDING ABOVE THE AVERAGE 


26 Cortlandt St., N. Y. C. 


Branches in Many Principal Cities 
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dividends, net profits for the period 
were equivalent to $7.99 a share on the 
common stock. 

Pierce-Arrow Motor Car Co.—Sur- 
plus for the nine months ended Sep- 
tember 30th, last, amounted to $1,778,- 
354, equal to $4.71 a share on the com- 
mon stock after deduction of preferred 
dividends. This compares with $1,670,- 
540, or $4.28 a share, in the same period 
of 1919. 

For three months ended with Sep- 
tember, surplus, after charges and Fed- 
eral taxes, was $355,310, equal, after 
preferred dividends, to 62 cents a share 
on the 250,000 shares of outstanding 
common stock. This compares with 
$705,779, or $2.82 a share in the pre- 
ceding quarter. 

United States Steel Corp’n.—Net 
earnings, after taxes, for the quarter 
ended September 30, 1920, were $48,- 
051,540, compared with $43,155,705 in 
the preceding quarter, and with $40,- 
177,232 in the Sept. quarter of 1919. 

The balance available for the com- 
mon stock in the third quarter was 
$24,223,720, which is equivalent to $4.76 
a share on the $508,302,500 common 
stock outstanding. This compares with 
$20,130,614, or $3.96 2 share in the June 
quarter, and with $17,458,948, or $3.43 
a share, in the September quarter of 
last year. 

The corporation’s surplus for divi- 
dends for the nine months ended Sep- 
tember 30, last, amounted to $82,995,- 
957, equivalent, after preferred divi- 
dends, to $12.60 a share on the common 
stock. In the corresponding period of 
last year the surplus available for the 
common stock was $59,212,170, and 
earnings on the common were $7.92 a 
share. 


MINING NOTES 








~~ 


American Zinc, Lead & Smelting Co. 
—Net profits, before charges for de- 
pletion and depreciation, for the three 
months ended September 30 last, 
amounted to $470. This compares with 
$147,735 in the June 30 quarter, and 
with $97,238 in the March 31 quarter, 
making total net profits for the nine 
months ended with September of 
$345,446. The shrinkage in earnings is 
attributed to the prevailing depression 
in the zinc market and the slump gen- 
erally in general business conditions. 

(Continued on page 64) 











SHOULD SOLDIERS HOLD 
GOVERNMENT INSURANCE? 
(Continued from page 34) 











probably be killed but we are going to 
give you a nice fat life insurance policy. 
Never mind the cost. We will take it out 
of your pay.” 

And we did. Out of that little dribble 
of a pay check every two weeks or month 
was deducted the charge for this “gift” to 
the boys we sent to get shot at. For this 
reason I would suggest that they be reim- 
bursed for the amount they paid in pre- 
miums. 

In conclusion, to sum up as it were, 
give the insurance to the insurance com- 
panies who understand the business. Let 
the government pay for it in lieu of pen- 
sions and bonuses. Pay back the money 
grabbed out of the soldiers’ and sailors’ 
pay envelopes for insurance they should 
have had for nothing. 


for NOVEMBER 13, 1920 








Reorganization of 


Maxwell Motor Gompany, Inc. 


Chalmers Motor Gorporation 


Of the unsecured notes and claims against the Maxwell 
Company there have been deposited under the Plan and Agree- 
ment dated September |, 1920, or have otherwise consented 
thereto, an aggregate amount estimated to exceed 85% of said 
notes and claims. 


In the judgment of the Committee sufficient stock has been 
deposited under said Plan and Agreement (more than 80% of 
the outstanding 804,524 shares of the Maxwell and Chalmers 
Companies) for the purposes thereof, but the Committee de- 
sires full opportunity to be given all stockholders to conserve 
their interests by depositing under said Plan and Agreement. 


The Committee has extended the time for the deposit of 
stock and unsecured notes and claims with Central Union 
Trust Company of New York, the Depositary, at its office, 80 
Broadway, New York City, until the close of business on 


NOVEMBER 15, 1920. 


In view of said extension of time for deposits the time for 
exercising the minimum rights of purchase conferred by said 
Plan and Agreement has likewise been extended, and holders 
of Certificates of Deposit for stock may, until the close of 
business on NOVEMBER 15, 1920, present said certificates of 
deposit to CENTRAL UNION TRUST COMPANY OF NEW 
YORK, Depositary, at its aforesaid office, for proper stamping 
and make the initial payment of 10% of the purchase price of 
said minimum amounts, provided such holders as a penalty 
shall pay to said Depositary in addition 25 cents for each $100 
of the amount of said initial payment (and at said rate for 
fractions of $100), said penalty being substantially the equiv- 
alent of interest at the rate of 6% upon the amount of such 
initial payment from October 27, 1920, the date on which 
such initial payment was due, to November 15, 1920. 


The time to file the forms of application attached to Appli- 
cation Certificates, for new stock in excess of said minimum 
rights of purchase and to make the initial payment of an 
amount equal to $10 in respect of each share of Class A stock 
so applied for, has been extended, without penalty, to the close 
of business on December 1, 1920. It is anticipated that notice 
of allotment of stock so applied for will be given on or about 


December 3, 1920 
Dated, October 28, 1920. 


LEO M. BUTZEL 

WALTER P. Cae HUGH CHALMERS 
J. R. HARBECK GEORGE W. DAVISON 

Vice-Chairman B. F. EVERITT 
ELDON BISBEE HENRY V. POOR 
JAMES C. BRADY E. R. TINKER 
HARRY BRONNER RALPH VAN BECHTEN 

Committee 


A. A. ROST, Secretary, 
11 Pine Street, New York City 
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You can purchase good securities on 
Monthly Payments 


Bonds and Stocks of many 
railreads appear to be sell- 
ing below their real value. 


(Ask for our payment require- 
mentse on those that interest 
you) 


We Recommend: 
Cities Service Co. 
Banker’s Shares 


Returns about 15% yearly on amount 
invested—dividends paid monthly. 
Five shares or more can be bought 
on Partial Payments—first payment 
$5.00 per share—and $5.00 per share 
monthly. 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 




















We are offering an 
unusually attractive 
industrial stock, pre- 
ferred as to assets, at a 
price to yield 114%. 
This Company is 
earning at the rate of 
ten times the dividend 


requirement. 


Particulars on application 


Edward W. Clucas 


Member New York Stock Exchange 
74 Broadway New York 


Phone Rector 881. 














Anaconda Copper Mining Co.—Oc- 
tober. production of copper metal 
amounted to 11,000,000 Ibs. This com- 
pares with 11,100,000 lbs. in September, 
11,800,000 Ibs. in August, 11,700,000 Ibs. 
in July, and 12,700,000 Ibs. in June. In 
October of last year the company’s out- 
put was 15,000,000 Ibs., and in the same 
month af 1918 it amounted to 23,450,- 
000 Ibs. 

Consolidated Interstate-Callahan Min- 
ing Co.—Larger Shipments. October 
shipments showed an increase of about 
20% over the September totals. Last 
month the company sent out 5,000,000 
Ibs. of zinc concentrates, 2,600,000 Ibs. 
of lead concentrates, and 26,000 ounces 
of __ silver. September shipments 
amounted to 4,230,000 Ibs. zinc, 2,180,000 
Ibs. of lead, and 21,800 ounces of silver. 
The October figures were the largest 
reported since last June. 

Dome Mines Co., Ltd.—A_ surplus, 
after charges and taxes, of $198,467, is 
reported for the five months ended 
August 31, last. This is equivalent to 
49 cents a share, $10 par value, earned 
on the $4,000,000 capital stock. 

Inspiration Consolidated Copper Co. 
—October production of copper was 
7,000,000 Ibs. This compares with 7,- 
500,000 Ibs. in September, 7,200,000 Ibs. 
in August, 6,500,000 Ibs. in July, and 
7,300,000 Ibs. in June. In October of 
last year production was 7,000,000 Ibs., 
and in the same month of 1918, 8,125,- 
000 Ibs. 

International Nickel Co.—Surplus 
after charges, Federal taxes, and pre- 
ferred dividends, for the six months 
ended September 30 last, was $1,994,- 
640, which is equivalent to $1.19 a share, 
$25 par, on the $41,834,600 common 
stock outstanding. This compares with 
a surplus of $510,602, or 30 cents a 
share in the corresponding six months 
of 1919. 


PUBLIC UTILITIES 














American Light & Traction Co.— 
Gross earnings for the twelve months 
ended September 30, last, were $4,- 
074,414, compared with $4,081,217 for 
the previous 12 months, and net earn- 
ings, after all oy were $3,677,855, 
against $3,852,190. After payment of 
dividends, there was a final surplus for 
the year of $9,205,438, which compares 
with a surplus of $10,576,260 at the end 
of the previous twelve months. 

Cities Service Co.—Bankers’ Shares. 
The directors have declared a dividend 
of 43.5 cents a share on the Bankers’ 
Shares, payable December 1 to stock 
of record November 15. This com- 
pares with 41.5 cents a share paid on 
November 1. 

Consumers Power Co.—Gross earn- 
ings in September amounted to $1,209,- 
032, and gross income, $306,786, as 
compared with $940,282, and $363,745 
respectively, for September, 1919. After 
deduction of fixed charges, preferred 
dividends, etc., there was a deficit of 
$393, against a surplus of $94,524 last 
year. 

For the twelve months ended with 
sob tan en gross earnings were $13,- 

687, compared with $10,807,417 for 
the preceding twelve months, and gross 
income was $5,021,727, compared with 
$4,813,514. After deduction of fixed 
charges and preferred dividends, there 
was a surplus of $1,427,902, against a 
surplus of $1,431, 475 for the preceding 
twelve months. 
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This booklet contains all the 
1919 financial statements of 
the Standard Oil companies 
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other important information 
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of the general oil situation. 
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Idaho Power Co.—Gross earnings for 
September were $258,412, an increase of 
$66,868 over September last year, and 
the balance, after charges and taxes, 
amounted to $120,381, an increase of 
$46,890. For the 12 months ended with 
September, gross earnings were $2,- 
224,581, an increase of $524,392, and the 
balance after charges and taxes was 
$685,601, an increase of $336,282. 

Manufacturers Light & Heat Co.— 
Gross earnings of the company and its 
affiliated companies in the nine months 
ended September 30, last, were $8,- 
857,985, against $7,921,824 in the same 
period a year ago, and surplus after 


(Continued on page 67) 





RICHARD S. HAWES—PRESI- 
DENT EMERITUS 
(Continued from page 11) 











office in the world of finance. Although 
forty-six years of age Mr. Hawes still is 
a boy at heart as was obvious to those 
who observed him on the inspection trip 
of Baltimore Harbor, when over his 
marine glasses he commented on his own 
excited gesticulation, “Look at this,” and 
“Look at that,” naval airships all the 
while circling about the boat and ripping 
the October azure in triumphant curves. 
Need it be said that it was a proud 
moment in “Dick” Hawes’ life, Septem- 
ber 7 last, when he addressed the State 
Bankers of Kentucky, his home state, 
which he had left many years before as a 
poor boy? 


Started at $25 a Month 


This was over thirty-one years ago, 
when without even a look backward he 
left his “old Kentucky home.” He broke 
into the financial world via the Chemical 
National Bank, St. Louis, earning $25 
a month. About a year later, when the 
Chemical consolidated with the Third Na- 
tional, “Dick” was not only “retained” but 
promoted from runner to book-keeper. 
Having reached this exalted position he 
felt he was on the road to success, and 
married a Miss Mary Kemp, a few years 
later. The family now boasts of four 
children. 

Shortly after he was advanced to re- 
ceiving teller, and later, paying teller, 
which position he held until 1906, when 
he became assistant cashier. In 1912, six 
years later, he was made vice-president, 
and in 1919, when the St. Louis Union, 
the Mechanics American, and Third Na- 
tional Banks were consolidated into the 
First National Bank, he was made senior 
vice-president of this institution, the 
greatest, perhaps, of its kind, west of the 
Mississippi. Five years ago he went on 
the executive committee of the American 
Bankers’ Association; the administrative 
committee in 1916; was vice-president in 
1918 and chief this last year of the great- 
est organization of financial interests in 
the world. 

Into the A. B. A. Hawes has carried 
the three V’s of his every day business— 
vigor, vitality, vim, making a speech al- 
most every week before some State 
Bankers’ Association, or other, travelling 
all over the country—over twenty-two 
thousand miles—to carry a message of 
thrift and assurance at a time when the 
nation’s uncertain status under credit de- 
flation needs just such safe counselling. 
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Buy German Marks and Bonds. 


In our opinion the upward trend of Marks 
has been resumed. It is not at all unlikely that 
values will DOUBLE before the end of the 


year. Prices change daily and often during 
the day. Orders are filled in accordance with 
the market price on receipt of order. Send 
order, accompanied by bank draft, money order 
or certified check. Direct connection with 
DEUTSCHE BANK, DRESDNER BANK and 
DISCONTOGESELLSCHAFT, Berlin, and 
leading banks in other foreign countries. 
36 years of international banking. Circulars on 
Foreign Exchange and List of Bonds on request. 


We also repurchase Marks and Bonds 
bought from us. 


WOLLENBERGER & CO. 
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CHICACO 











MARKET STATISTICS 
: N. Y. Times. 
INVESTING N.Y.Times. Dow, Jones Avgs. —50 Stocks— 
40 Bonds. 20Indus. 20 Rails High. Low. Sales. 
BY Monday, Oct. 25 85.73 8322 8333 82.29 481,365 
Wednesday, Oct. 27.. . 84.92 82.83 82.34 81.40 460,281 
: r Thursday, Oct. 28.... . 84.61 82.10 81.63 79.67 839,433 
It t to li . -~ . ’ 
llereeds, iee, ~ Proy te = Friday, Oct. 29 85.08 82.57 81.85 80.43 505,364 
der to obtain reliable ser Saturday, Oct. 30.... ] 84.95 82.62 81.82 81.18 216,859 
vice and careful advice Monday, Nov. 1 , 85.48 83.31 82.12 80.97 552,437 
when investing money. Tuesday, Nov. 2 Hoipay 
For the benefit of our out- Wednesday, Nov. 3.. : 84.99 85.37 82.58 80.56 976,123 
of-town customers we Thursday, Nov. 4.... “72. 84.45 85.09 2.84 81.21 1,104,913 
maintain a special mail de- Friday, Nov. 5 83.48 84.98 81.81 80.25 986,196 
Garam. Saturday, Nov: 6.... 72. 82.86 84.08 80.79 79.13 562,152 


This department keeps 
them in touch with the in- 


vestment situation, and en- e + * _ y 
nap vy sain ple STOCK+« MARKET: AVERLA GES Wy 
securities in the New York 1917 191 
market, no matter where 
they may live. 


“ mt ang 1% 999 0 25Railroads. 
Investing by Mail § 25 Industrials. 


a a ee aK Combined Averages of 252.8 & 25 Indust 


If this service would be of use 
to you let us send you a copy. 


GRAHAM & MILLER 


Members 
N. Y. Stock Exchange 


66 Broadway, New York City 

















“The Satellite” 


TYPEWRITER STAND 


Saves space 























Hatten es 
“AVERAGE PRICE -OF-4O-BONDS 


port 
adjustable 9 
typewriter 
stands. Sten- 0 
ographic force 
attains . maximum 85 
speed and does 
more work with 
less fatigue. 80 
Endorsed by 
than 40,000 15 INDUSTRIALS 
4 STREET 
2 PUBLIC 
i 














houses. 
The “Satellite” 
Typewriter Stand 
is made entirely 65 
of steel. It is 
fireproof and in- 
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new metal top—an improvement over earlier 

construction. Will not weaken or loosen 

with use. Adjusted to height desired in 
Rolls easily on heavy casters. 

Out of the way when not in use. _ Indis- 100 
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The “Satellite” is guaranteed satisfactory. 
Reasonably priced. Order direct, or learn 
more about it by writing 
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GRAPHIC 
CHARTS 


| of 40 
Active Stocks 


Listed on the New York 
Stock Exchange 


IN BOOK FORM 
Published Monthly 


For the past six months the 
graphic charts record the high and 
low of weekly price movements as 
well as the weekly volume of trans- 
actions. From 1914 to 1920 the 
charts show the high and low 
monthly price movements. 

Price and volume charts show 
accumulation and distribution 
zones, trading levels and the char- 
acteristic market action in each 
situation. 

Analytical Summaries of An- 
nual Reports facilitating compari- 
son of Earnings, Working Capital, 
Dividend Records and Prospects 
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dividends was $1,503,777, compared with 
$1, —_* in the corresponding period 
of 1 








OIL NOTES 








Barnsdall Corp’n.—Net income of the 
consolidated co y for the nine 
months ended September 30, last, 
after Federal taxes, amounted to $2,- 
049,605. The corporation’s proportion 
of earnings of all affiliated companies 
was $2,461,728. 

Standard Oil Co. of Indiana.—Stock 
Dividend.—The company has declared 
a stock dividend of 150%, payable De- 
cember 18 to stockholders of record 
December 17. This is the second big 
stock distribution in recent years. In 
1912 the company. declared a_ stock 
dividend of 2,900%, increasing its share 
capitalization from $1,000,000 to $30,- 


At the close of 1919 the company’s 
surplus amounted to $105,117,258, which 
was equivalent to about $350 a share on 
the $30,000,000 stock outstanding on 
that date. In the last four years the 
company, it is estimated, has earned 
more than $500 a share on its capital 
stock. 

White Oil Corp’n.—New Acquisitions. 
The corporation is negotiating for the 
acquisition of several supposedly valu- 
able properties in Mexico and Colom- 
bia. The Mexican properties are said 
to include acreage adjoining producing 
wells in the Panuco and Tuxpan fields, 
while the Colombian properties con- 
sist of extensive acreage in the interior 
along the Magdalena river and the 
coast. 

Union Oil Co. of Delaware.—New 
Acquisition—The company has ac- 
quired 3,705 additional acres of oil bear- 
ing territory in West Virginia, thereby 
increasing its present holdings in that 
state to 31,715 acres. This new acreage 
includes 2,631 acres in Jackson county, 
440 acres in Mason county, and 633 
acres in Roane county. The new hold- 
ings will be operated by the Eddystone 
Oil Corp’n, which is owned entirely 
by the Union Oil Co. of Delaware, and 
acts as an operating subsidiary of all 
acquisitions which are not operated un- 
der their original corporate organiza- 
tion. 





COAL TAR PRODUCTS THE 
BACKBONE OF THE THRIV- 
ING AMERICAN DYE 
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The Advantage 
of Buying 
Odd Lots 


You—with small capi- 
tal may not realize 
what an opportunity 
Odd Lots offer. 


You envy the man who 
has -capital or credit 
and can buy sound 
securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 


Write for Booklet M. W. 
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The National Aniline Chemical Dye 
Company makes about 80 per cent of the 
synthetic indigo produced in the United 
States. 

In the last two years the exports of ani- 
line have more than doubled, reaching a 
valife of $17,000,000 in 1910, while sales 
of logwood extract and other dyes have 
shown a slight falling off. In future the 
output of coal tar dyes is bound to stead- 
ily grow whilst vegetable and other dyes 
will tend to decrease. 





The Stop Loss 


—How to use the 
Stop Loss Order. 


—Protecting the 
Trading Capital. 


—Protecting Profits 
when made. 


The above subjects are fully ex- 
plained in Chapter III of our 
booklet, 


**Five Successful 
Methods of opera- 
ting in the Stock 
Market.” 


Written by Mr. Thomas L. Sex- 
smith. 32 pages, illustrated by 
graphs. 

Ask for booklet MW -4. 
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Tuberculosis Christmas 


5 HEALTHY NEW YEAR 
Pn OEP 


Seals 


For sale in booths—and stores—everywhere—by over 
ome thousand local and state tuberculosis associations 


NATIONAL TUBERCULOSIS ASSOCIATION 


381 FOURTH AVENUE, NEW YORK 
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VON POLENZ & CO., Inc. 


60 Broadway, New York 


BERLIN, GERMANY 
Philadelphia Pittsburgh Milwaukee 


Boston Cincinnati Chicago Denver 


GERMAN, AUSTRIAN 


CZECHOSLOVAK, HUNGARIAN 
SECURITIES and EXCHANGE 


Official Coupon Redeeming Station for the City of 
Berlin, Greater Berlin and various other German cities 
and communities. 


It will be noticed from Table VI, that 
considerable quantities of dyes are sent 
to England and Switzerland, where dye 
making has been established for many 
years. The large exports to China and to 
Hongkong (a part of China) and also 
to British India, are striking, due to the 
fact that these .countries are developing 
textile industries very rapidly. 

Vital to National Welfare 

The extensive use of chemistry in the 
late war finally demonstrated how im- 
portant a part a large and prosperous 
chemical industry can play in the national 
welfare of any country. After men, 
money and guns a nation’s security is very 
nearly dependent on its having many large 
factories that can be immediately switched 
into the manufacture of war materials 
should necessity arise. 

The close relationship between the man- 
ufacture of dyes and the manufacture of 
explosives and poison gases is shown by 
the fact that the manufacture of sulphur 
black» dye is identical, except for the last 
step with the manufacture of picric acid, 
which is an explosive for shells; also, by 
treatment with chlorine gas, picric acid 
can be made into poison gas. It happens 
that sulphur black is the most used of 
any dye and, therefore, plants making this 
dye could, in case of emergency, turn out 
large quantities of war materials. 

Amongst the better known firms en- 
gaged in working up coal tar products 
may be mentioned the Barrett Company; 
General Chemical Company; and National 
Aniline & Chemical Company, which with 
the Semet-Solvay and the Solvay Process 
Company are now merged into the Allied 
Chemical & Dye Corporation. This is 
now the largest concern in the world and 
should be able to more than hold its own 
against competition of German chem!?. 
concerns when they get into their s:.“¢ 
again. 

Other chemical concerns are -. a 
with the names of Dupont: ° cas- 
selli; Hayden; Merck, #°'' °...ssler & 
Hasslacher. 

Working up coal tcr products is a 
profitable business. It requires highly 
skilled technique and special machinery 
and, therefore, competition is limited. The 
great possibilities of the industry will lie 
in the cheapening of known processes for 
making products and in the discovery of 
new products and new dyes.—vol. 26, p. 
763. 





BIG UTILITIES PREFERRED 
SHARES ARE EXCELLENT 
INVESTMENTS 
(Continued from page 36) 








utilize its by-products, and for these rea- 
sons the subsidiaries doing this miscel- 
laneous business are of inestimable value. 


Conclusion 

This Philadelphia Company has made 
dividend payments on its common stock 
each year but one since 1886 and the av- 
erage annual disbursement has been over 
6% for this period. The control of the 
company is vested in the United Railways 
Investment Company, which owns prac- 
tically 56% of the common stock out- 
standing, leaving only a little over $18,- 
000,000 in the hands of the public. Before 
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the war the stocks and bonds of this com- 
pany were great favorites abroad. The 
war, with its acute demand for cash, 
caused the liquidation of these foreign 
holdings in this country until at the pres- 
ent time these issues are largely in the 
hands of American investors. 

The 5% non-cumulative preferred and 
the 6% cumulative new preferred make 
attractive investments, and the common 
stock has excellent possibilities. The par 
value of all the stocks of this company 
is $50 and this fact should be borne in 
mind when observing the market quota- 
tions and the dividends on the stocks. 

No business is established upon a firmer 
foundation than the sound public utility 
corporations and the permanency and sta- 
bility of their earning power have long 
been demonstrated. Their business tends 
to increase from year to year, but to pro- 
vide funds for this expansion attractive 
returns on the investment must be as- 
sured, and this point is being more thor- 
oughly appreciated by rate making bodies. 

While the present need for funds may 
militate against any immediate increase 
in the dividends on the common stock, the 
fact that the company is doing two dif- 
ferent kinds of business, one being under 
the control of the Public Service Com- 
mission and the other being derived from 
its oil, coal and industrial business, may 
develop a future policy to declare an 
extra dividend from these industrial earn- 
ings. The company has very strong 
financial backing and its policies will al- 
ways be administered for .the greatest 
good. However, since numerous other 
utilities, which furnish services similar to 
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the Philadelphia Company, are paying 
dividends of 8% on their common stocks 
it should not be against public policy to 
allow the company to increase its dis- 
bursements on this junior issue. 

The excellent prospects and earnings of 
the company’s most important electrical 
subsidiary, The Duquesne Light Company, 
make all the bonds, notes and the 7% 
cumulative preferred stock of that concern 
excellent investments. Its common stock 
would also offer exceptional opportunities 
but the entire issue of $18,226,000 is owned 
by the Philadelphia Company and hence 
it is impossible for the public to purchase 
this junior issue of the Duquesne Light 
Company. 

The diversified business of the company 
enables it to maintain a stability of earn- 
ings which is usually impossible for a 
local utility furnishing only one type of 
service, and this fact, together with the 
importance of the territory served, the 
more logical supervision afforded by the 
regulatory bodies of that state and dis- 
trict, the extensive developments and the 
bright future prospects, should enable the 
Philadelphia Company to take its place, 
as it justly deserves, in the front rank of 
the nation’s sound public utilities —vol. 
26, p. 926. : 
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LABOR MAINTENANCE—by Daniel 
Bloomfield, consultant on Employ- 
ment Management and Industrial 

- Relations. 

A handbook of industrial service work. 


It outlines a basis for organizing and con- 
ducting an employees’ service department. 
Thorough treatment is given to industrial 
housing plans, financial aids and educa- 
tional systems. Specific suggestions, in- 
cluding the recommendations of experts, 
are very ably presented in this volume. 
Price $5.20, postpaid. 


OIL FINDING—by E. H. Cunning- 
ham_ Craig, B. A., F. G. S., Member 
of Council of Institution of Petro- 
leum Technologists, late of H. M. 
Geological Survey. 

“Oil Finding” in its new edition will be 
found to contain many important additions 
and new chapters upon the subjects of 
gaseous petroleum, oil shales and torban- 
ities have been introduced. In the last 
few years so much new evidence has been 
collected by means of chemical and geo- 
logical research and so much further ex- 
perience in different oil fields has been 
acquired that it is possible in this vol- 
ume to throw light upon points hitherto 


somewhat obscure. 
Price $6.20, postpaid. 


TRAINING INDUSTRIAL WORK- 
ERS—by Roy Wilmarth Kelly, direc- 
tor of Industrial Relations, Asso- 
ciated Oil Company of California. 
“Training Industrial Workers” de- 

scribes vocational education in the 

schools, suggests method by which em- 
ployers can train their workers in specific 
industrial operations, and discusses such 
problems as apprenticeship, rating sys- 
tems, and the modern trend of industrial 
education. Price $5.20, postpaid. 
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Have Your Securities 
Depreciated in Value? 


ANY investors continue to hold securities that 
show a big loss when very oftén they could 
switch into others having far better prospects. 

The average individual or organization has not the 
facilities for securing the necessary facts concerning 
securities, nor the seasoned judgment for passing on 
their worth. 

One of the most important duties of The Richard 
D. Wyckoff Analytical Staff is the analysis and survey 
of new members’ securities at the time they join and 
regularly each month thereafter. 

All of their holdings are carefully analyzed by our 
organization and if any of them do not meet our stand- 
ards as to safety and future prospects, we immediate- 
ly advise conversion into others. 

In making your personal investments, if you could 
feel sure that your funds were placed in the industries 
in the most favorable positions and in the best securi- 
ties representing each of these industries, you would 
experience a feeling of safety. 

That is what The Richard D. Wyckoff Analytical 
Staff will help you to do. 

The staff comprises an organization of men, each 
one a specialist in his own department, such as In- 
dustrial Engineers, Mining Engineers, Chemical Engi- 
neers, Railroad Specialists, well known experts in the 
fields of Finance, Economics, Banking, Technical Po- 
sition, etc. 

Thus the industries themselves are analyzed first. 
Those in a favorable position are selected, their securi- 
ties are analyzed and the best are sifted out. These 
are submitted to our Executive Board and are dis- 
cussed and examined from every angle. If they pass 
all our tests, they are then recommended to Associate 
Members. 

It is highly probable that your position could be im- 
proved by a rearrangement of your holdings. 


An inquiry will put you under no obligation 


The Richard D. Wyckoff 
Analytical Staff 


42 BROADWAY, NEW YORK CITY 





We invite 
your inquiry on 
Listed 
and 


Unlisted Securities 








F.G.EINSTEIN 


ce COorPTran Tr 
23 BROAD STREET, NEW YORK 
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FOREIGN EXCHANGE 
and FOREIGN BONDS 


BY W. J. GREENWOOD 


This is a valuable book for every 
Investor who wants to trade in 
Foreign Exchange and Foreign Se- 
curities. 
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INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 
A beautifully prepared book, 
discussing stocks of companies 
whose profits are based on na- 
tion-wide demand. (120) 


MUST EARNINGS DIMINISH? 
COSTS AND THEIR FALLACIES 
Two highly interesting book- 
lets on the development of la- 
tent earnings that will prove of 
great interest to executives. 


(119) 


INVESTING BY MAIL 
A booklet issued by a member 
of the New York Stock Ex- 
change, showing how this .me- 
thod can be used profitably 
and with absolute confidence. 
(121) 


A COMPARISON OF THE PRES- 
ENT CONDITION OF THE INVEST- 
MENT MARKET AND CONDITIONS 
FOLLOWING THE CIVIL WAR. 


A comprehensive circular by 
a well-known investment house 
on the present market situation. 
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“A WEEKLY MARKET LETTER” 
This market letter is written 
by a prominent stock exchange 
house and in our opinion is one 
of the best of such letters is- 
sued. (96) 


TRADING METHODS 
A comprehensive little’ book, 
published with the endeavor to 
make clear points which have 
been often misunderstood by the 
experienced trader as well as the 

uninitiated. (15) 


SPECIALTIES IN CITIES SERVICE 


Stocks, latest statistics and 
earnings, will be sent on re- 
quest. (53) 


THE BACHE REVIEW 
A summary of the general 
financial and business situation, 


issued weekly by a large New 
York Stock Exchange heuse. (5) 


“THE INVESTMENT DIGEST” 


A booklet regarding the gen- 
eral advantages in the present 
situation, together with specific 
investment suggestions. (62) 


FIRST PRINCIPLES OF SAFE, 
PROFITABLE INVESTMENTS 
This booklet is issued by a 
nationally known investment 
house and will prove of great 
help to investors. (115) 
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FAITH IN A SECURITY 
SHOULD BEGIN AT HOME 


This is the belief of one invest- 
ment security house and the story 
of why they have Guaranteed their 
security is published in an inter- 
esting booklet which will be sent 
upon request. (75) 


“AN INVESTQGR’S CATECHISM” 


A little book answering some 
all-important questions for the 
investor. (49) 


TWO HIGH CLASS RAILROAD 
STOCKS 


Detailed analyses of Union 
Pacific and Canadian Pacific are 
presented in this booklet, followed 
by a table exhibiting price and 
dividend record on the common 
stocks for the period of 1901- 
1919. (44) 


ATTRACTIVE LISTED 
RAILROAD BONDS 


This circular describes a care- 
fully selected group of issues 
which combine sound security with 
an exceptionally high yield. (68) 


DENMARK AS A FIELD FOR 
AMERICAN INVESTORS 


This booklet is issued by a 
high class investment house and 
tells in clear, concise, non-tech- 
nical language the benefit of in- 
vesting in the securities of this 
country. 


“YOUR FORTUNE” 

This booklet contains many 
interesting charts, showing how 
capital can be increased by in- 
vesting in Louisville Gas and 
Electric Company. (12) 


TITLE INSURANCE PROTECTION 
TO REAL ESTATE OWNERS AND 
INVESTORS 

A booklet offering seme sound 


arguments for this type of insur- 
ance. 


“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 


A handsome booklet discuss- 
ing this form of investment— 
from the farmer to the house of 
issue. (24) 


“STANDARD OIL ISSUES” 


A complete list and descrip- 
tion of Standard Oil stocks, in- 
cluding a weekly summary. (72) 


“The 
Oil Industry” 


Devoted to the interest of 
investors in oil securities. 


Published Monthly. 


Free on request 
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educational campaign, 
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IMPORTANT DIVIDEND 
ANNOUNCEMENTS 


A Paid to Div. 
nn. : Amt. Stock of Pay- 
en Name Declared Record able 
4 Am Bk Note,c($50).$1 - 
6% Amer Brass yee) Kee 10.33 
::- Amer Brass, ext.... 
7% Amer Radiator, p.. 
7% Am Road Mach, p. 
6% Asso Drygoods, Ist p 
7% Asso Drygoods, 2d p 
$6 At, Top & S F, c..$ 
8% Brooklyn Edison.... 
7% Brunswick-B-Coll, c. 
10% Burns Bros, c 
8% Butler Mill, c...... 
6% By-Products Coke... 
7% Canada Cement, p.. 
7% Canadian Con ($10) 
8% Col Fuel & Iron, p. 
3% Col Fuel & Iron, c. 
5% Colum Gas & Elec.. 
442% Conn Ry & Ltg, p.. 
4%% Conn Ry & Ltg, c.. 
6%. Cont Pap & Bag, p.. 
6% Cont Pap & Bag, c.. 
4% Cripple Cr Cent, p.. 
$4 Davison Chemical...$ 
7% Deere & .Co, 
8% Detroit United Ry.. 2 
8% Dominion Bridge... 2 
7% Dow Chemical, p.... 1 
7% Dow Chemical, p... 1 
1 
5 
2 


2) 
mt bt 
mh ob od 
ww 
os 


, 


ARAAK 
Rataraz az 


COCOCOOooOCOOooOoooooooonneo 


wn 
o 


goss 


RO me 0D ID De ee 
SEK RK 


ONS 
Be Maratatgratararar ataradarararadarae car acatarar 
Ce SSSSESeses 


# 
OCOooorzrozsg 


Dee et tet is at tet tt ttt 
OD et epee tt tt tt tt 
Pores. q ’ aac 


— et 
SK 
bt tm eet tt ett 
2? py 
uMmouMmuumc 


> 


- Dow Chemical, c, ext 
.... Eastman Kod, c, ext 
24% Edmonds O & Ref.. 

5% Eisenlohr (O) & B,c 1% 
$1.20 Fed Mot Tr ($10).10c 
7% Firest T & R, 7% p1% 
8% General Chemical,c. 2 % 
7% General Cigar, p.... 1% 
$10 Gil Saf Raz (no p).$2.50 
-... Gil Saf Raz,, ext..$1 
8% Gilliland Oil, p..... 2 % 
7% Illinois Central coos 1% 
7% ‘Illum &: Pow Sec, p. iv 
$3 Inland Steel ($25)..75c¢ 
7% Internat’! Harves, p 14% 
8% Kelly-Spring T,8%p2 % 
$2 Lee Rubber & Tire.50c 
$4 Lehigh C& N ($50).$1 
12% Liggett & Myers T,c 3 
12% Ligg & Myers T,c B 3 
10% Merritt Oil ($10).. 2 
$2 Miami Copper ($5).5 
7% Moline Plow, Ist p. 
6% Moline Plow, 2nd p. 
7% National Biscuit, p. 
.-.. New Or, T & M,c.a 
$4 N Y Ship C (no p).$ 
$8 Northern Tex El, c.$ 
6% PacG & E (C), Ist p 
6% PG& E (C), orig, p 
$3 Penn R R ($50)...7 
10% Pittsburgh Oil & G. 
7% Pittsburgh Steel, p. 
7% Pressed . Steel Car, 
8% Pressed Steel Car, 
20% Proc & Gam, c ($20 
8% Pullman Co 
8% Sears Roebuck, c... 
8% Semet Solvay 
7% Standard Oil of O, p 
7% Stern Bros, p 
-... Stern Bros, p ext.m 
8% Stewart Mfg Cor, p 
$4 Stew Mfg, c (nop). 
$4 Stew-Warn, c (nop). 
7% Studebaker Corp, p. 
7% Studebaker Corp, c. 
7% Union Tank Car, p. 
7% Union Tank Car, c. 
---. U CigS of A, c ext.el 
6% United Drug, 2nd p 
7% U. S. Steel, p 
6% Vacuum Oil 
7% Weber & Heilbr’r, p 1 
8% West India Sug F, p 2 
7% West India Sug F,c 1 
6% West PT & oP 
1 
1 
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$2 Western Knit Mills.5 
6% White (J) & Co, p. 

7% White G) Eng, p 

7% White G) M’t, p 
.... White Star Oil..... 
8% Woolworth (F W),c 
: Yale & Towne 


a Initial dividend. 

d Payable in scrip. 

e Payable in common stock. 

gg Includes regular monthly 4% cash divi- 
dends and cash proceeds derived from sale of 
stock dividends due on Bankers Shares. 

m On account of accumulations. 

ta Initial dividend, payable in Liberty Loan 
bonds. 

td Two per cent in cash and 2% in stock. 
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By Samuel Spring of the Boston Bar 
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Price $4.06 
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CITIES SERVICE COMPANY 
Bankers Shares 
Monthly Distribution Ne. 21 


Henry L. Doherty & Company announce that 
the twenty-first monthly distribution of Cities 
Service Company Bankers Shares, payable Decem- 
ber 1, 1920, to holders of Bankers Shares of rec- 
ord November 15, 1920, will be 43.5 cents per 
Bankers Share. 


Middle States Oil 


Corporation 


DIVIDEND NO. 33 


The regular monthly dividend of 1 per cent. 
each for the months of October, November and 
December, 1920, on the capital steck of Middle 
States Oil Corporation is declared and will be paid 
on January 1, 1921, to stockholders of* record 
December 10, 1920. In addition thereto, an extra 
dividend for the quarter of 1 per cent. is declared 
and will be paid, making the total dividend to be 
paid January 1, 4 per cent. 

Cc. A, EASTMAN, Secretary. 





Nov. 3, 1920. 





THE AMERICAN COTTON OIL OO, 

The Board of Directors of The American Cotton 
Oil Company on November 4, 1920, declared a 
semi-annual dividend of three per cent. upon the 
preferred stock of the company, payable Decem- 
ber 1, 1920, at The Liberty National Bank, 120 
Broadway, New York City, to holders of record at 
the close of business, Thursday, November 11, 
1920. 

For the purpose of the payment of this divi- 
dend and the holding of the Annual Meeting of 
Stockholders the Stock Transfer Books of both 
Preferred and Common Stock will close at 3 p. m. 
on November 11, 1920, and re-open at 10 a. @., 
December 3, 1920. 

RANDOLPH CATLIN, Secretary. 
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